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= ~4490- A. A. Curtis 
THE ROYAL COMMISsTON ON COAL 
Ottawa, Ont., 
saturday, Oct. 6th, 1945. 
The Commission met in the Court Room of the Board 
of Transport Commission, at Ottawa, Ont., on Saturday, October 
6th, 1945, at 10:00 o'clock A.M, 
PRESENT; 
His Lordship the Honorable Mr. Justice W. F. Carroll, Chairman 
His Lordship the Hon. Mr. Justice ©. C. McLaurin, Commissioner 
Angus J. Morrison, Esq., Commissioner 
J.J. Frawley, K.C 


Commission Counsel 


A) 


Robert D. Howland, Secretary. 


MR. A. A. CURTIS on the stand - EXM. BY MR. DYSART (continued) _ 


2. Mr. Curtis, when the Commission adjourned yesterday I think 

I directed to you a question with respect to pages 6 to 10 of 

the supplementary brief filed by Mr. Gouge, and I was interested 
in knowing whether you had any conment to make to the Commission 
on that section of the supplementary brief. as you probably 

have noticed Mr. Curtis, pages 6 to 10 contain certain suggestions 
with respect to train operation. Do you agree with the statements 
mace that portion ot the briet? 

A, There are a number of statoments on pages 6 to 10 that I 
undoubtedly do not agroe with. 

2. Would you givo the Commission a fow illustrations or examolos? 
A. Hor oxample on pago 6, about tho 7th line down, it states: 

"It will be noted from the tablo that the average length of haul, 
of each train for that period ran from 348 miles to 428 miles.” 

jo What are the facts? 

4. The facts are that this table fron which it is taken, which 

is headed "Average Length of Freight Haul" is not train miles 

op Oil. ett isi the length of haul. of the average tom and it is 
arrived at by taking the total ton miles accrued in Canada and 


dividing by tho total tons handled, so that the figure is the 


as -4491 = Ae oe CULtis 

average distance per ton and has no realtion to the longth of 

the sverago run of 4 train at all. The average run of a train 

is of course governed by operating conditions and usually runs from 
100 tO) 150;miles. 

BY MR. PRAVLEY = You mean that these figures 300 up to 400 should 
be more like 100 and something? 

“. That is correct in so far as train milos are concerned. 

BY COMVISSTONER MORRISON  - Which column are you reforring to? 

‘. The second column on page 6, for the average length of froight 
Jota\o a 

BY Mi. FRAWLEY = And Mr, Gouge has beon interproting that as 
length of train movement? 

e eos. 

de «And you say it is per ton movemont? 

ise It is the average longth that tho average ton is hauled. 

8 These statistics are all furnished by the railway companies 
through the D.B.s, and that is how they got into this Year Book? 

ie OS 

BY MR. DYSART  - You are not criticizing the figures as such, 


but Mr. Gougo's interpretation of then? 


Wiehe OSS 
BY COMMISSIONER MORRISON - Thoy aro really your own figures? 
es iy less 


EXM, BY MR. DYSART (continusd) _ 

4. They wore never intonded to have that intorprcetat ion? 

+. No, There is also anothor item on page 7, the second paragraph: 
"Yjo average receipts per ton of froight handled over this seven 
year period is shown as $3.45. Tho return por ton woe suggest on 
a full train of 2000 tons would be $4.50 to distributing point 
with added revenuo for distribution." 

Q. How do you arrive at that figure? 

4. That figure is arrived at, or the first item $3.45 is the 
average revenuc which the railways roceive for their average ton 
of froight. The second itom, the $4.50 is the amount that the 


coal operators fscl should be 2llowed for moving o train 2000 miles. 
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Sy 4492 — the tie Curt is 
BY MR. GOUGH - I oxplaincd to tho Commission that I put little 
stross on that paragraph, and I don't think it means very much. 


XM. BY MR. DYSART (continued) 


ee A RE LE LE I LL 


}. We are prepared to drop that then. Now Mr. Curtis, on pages 
ll, I think, to 15, Mr. Gouge has set forth numerous calculations 
nurporting to show that the movement of certain commodities would 
produce loss por train milo revenuo than the 2000 ton coal train 
which ho suggests to various destinations in Ontario. Are you 

in agreoment with the various calculations he has made? Do you 
accept tham as correct? 

4, I don't agree with tho inferencos he has drawn bocause the 
method of calculation that Mr. Gouge has used mst of necessity 
produce lower costs for the average train - excuse me, lower 
revenues for our average train than for the coal train. The 
reason for this is that the examples are, with one or two excep- 
tions, all based on a ‘train Load ‘of 27 comparatively lighter 
loaded cars, whoreas our coal train is to handle 50 cars with 

4 load of 40 tons each. 

BY THE CHATRM.N - Will you just give us that again. It is 
based on the calculation? 

A, This method of calculation necessarily produced a lower train 
load, and henco ~-\ I am sorry, I road tho wrong paragraph: 

The reasons for these results is the fact, with ono or two 
exceptions, the o6xamples are all based on a train load of 27 
comparatively Lighter loaded cars, whereas our coal train is to 
handle 50 cars with @ load of 40 tons each. This method of 
calculation nocessarily produces a lower train load and hence 

a lowor revenue per train mile for the sample couuclities, than 
our coal train. Take one instance, the first example on page 
11, which covers 25 cars of oil of 33 tons per car, or 825 tons 
of oil per train. Whereas our coal train is to handle 2000 tons. 
Had the oil train been loaded to the same tonnage as the coal 
train, the revenue per train mile would have been 11.61 instead 
of $4.79 as shown. Thero is a further foature, however, in this 


which should be brought oute The calculation of revenue per 
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train mile as used by Mr. Gouge in these oxamples, is based on 
what you might term the loaded train miles only. It is assuming 
that we have train miles from the point where the © mmodity 

starts to the point where it ends, and does not take any account 
of the fact that you have train miles in the opposite direction. 

Qe ee instances I suppose the empties is a very high 
percentage of the total movement? 

4. Sometimes it is and sometimes not. Sometimes it runs as 

high as 100% and sometimes less. The only way to figure each 

of thoese examples out would be to mko a study of the oxample in 
each case. 

BY COMMTOSTONER MORRISON - What were the oxcoptions you referred 
to?. You said "with some exceptions". 

A, The first exception is the first example where he used 25 cars 
por train instead-of 27 cars per train: and I think there aro two 
others if I remember rightly. On page 13 he used an example 

with 10 cars per train, but he did qualify by saying what would 
happen if it had beon 15 cars. Just the two Sir. 

EXM. BY MR. DYSART (continued) 

Now Mr. Curtis, I notice the example at the bottom 
of page 13 deals with the rate on lumbcr from Vancouver to 
Halifax, 94é¢ por 100 pounds. Mr. Gouge reaches the conclusion 
that the per train mile revenuo would be #3.73. 

Ay) 8S 2 matter of fact there is a2 mathematical error in that, i% 
Should be 5.54. 

3. Would you explain how the proper calculation should be made 
tnere? 

BY COMMISSIONER McLsURIN | ee Tou say that taking Mr. Gouge's 
formla, there has been just a mathematical mistake? 

S, Yas. 

4e It disagrees with the formmla even on the basis of his own 
tormula? 

BY MR. PRAWLEY - Using the same figures throughout, he hag 


made a mathematical error? 
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BY COMMISSIONER MORRISON - It could be a typographical orror? 
hi - Les. 

Ol, BY MR. DYSART (continued) 

ue that affects the comclusions drawn on pago 14? 

eo toa, that does. 

4. Are there any other of these calculations which you think may 
contain errors of a Similar nature? 

4. Yes there is one other on page 12. The first calculation on 
page lea. 

me that is 94.57% 

A, It shows the revenue per train mile for a distance of 350 miles 
to be ¥5.70, and then there is a Little sentence which says: 

"Here again if we should use fifty car trains the revenue would be 
only $4.57 per train milo.” That is a mistako, it should be 6.85, 
4. Thon Mr. Curtis, I assumo that the calculations which you 
disagree with is on the fifty car train? : 

=, 26s oir, 

¥. oO that would mean that the figure at the bottom of page 13 

of $3.73 is correct, but the $4.94 on the top of page 14 is the 
one which contains the error? 

A, Tho 4.94 would also be in crror. 

we enat is om page 14°? 

eS ¢ 

BY THE CHATRMAN .= Do you base your calculations on always a full 
car coming back say from Vancouver to Halifax? 

A. Those calculations are based on Mr.Gouge's formula. TI have 
merely corrected the arithmetic. 


ye 


But you say Mr. Gouge has based his ca:culations apparently on 
@ one-way, and does not take into consideration the expense of no 
traffic, or no freight coming back. I am talking about the nileago, 
A, It docs not take into consideration... 

4. Is your calculation based on the fact that all these trains 


coming from Vancouver to Halifax, do they come back from Halifax 


with freight? Not empties? 
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4, dre you reforring to my romarks about the $4.62? 

.. jd am referring to the fact that you said that Mr. Gouge didn't 
take into consideration tho mileage that those cars had to run 
freight free, no revenue, coal cars? 

A, Yos sir; in regard to the movemont of the coal train which.. 
BY COMMISSIONER MeLAURIN  - This is the position you took on 
cross-exanination, and I understood from your opening remarks that 
you objected to this whole formula on tho basis that Mr. Gouge's 
calculations were based on one way movement? 

ms  “orrect. 

4. And in many cases you would have to double it, and in many 
other cases there would be a return movement where you could work 


out identical costs? 


BY THE CH\IRMAN  ~ What about the car that comes back 

to Vancouver. with lumbor, from Halifax. Are you basing your 
mileage there on obtaining revenuo coming back for all your cars? 
4, No Sir, this calculation Mr. Gouge has made does not take into 
consideration any west bound movement at all. 

4. %I know that. Did you take into considoration getting revenue 
from every car going back from Halifax to Vancouvor, with lumber 
or some other commodity, to arrive at that figure? 
BY COMMISSIONER MoLAURIN  - All he is doing is taking Mr, Gouge's 
formula ané he says you add something to it, and the is just corrects 
ing the arithmetic in Mr. Gouge's formla. 
A. That is correct. 

te smd you say the actual cost would have to take into consideration 
the return movement, us a lot would camo back without revonue? 
*, ‘that is correct. 
SY THe CH. IRMAN .~ My question is, are your rates on lumber fron 
Vancouver to Halifax based on the fact that you are gotting a return 
load going back? 


4. ZI don't think I can answer questions on rates. I don't know 


anything about rates. 


re | a 
4 Piet Eee PE as fait! speedier nat ne tas 


d Sg reente p 7 


* passe 


a i 
s 29 7? we * 
aa 1 ; ‘17 3 Sia ile ae 
i 4 ~ - 
: ani Mi + 
Se ai ‘i ‘ a , ‘ ; Lae UL oliw 
“e 
j 
j 
ima liy 
u ie —— 
: 
4 * ~ a e a 
a Yudguiel cttw. sovpiodey oF 
yy > P ’ os 
i. +f : fie i" 
. i te ’ 
prea i : 


; 
; 
> 
' 2 rf i 
ey m ie 
= Sa Ss eh ; 2 
i] 
; - 
‘ 
; “ ee = “i 
ue a des b : re <" a B Ak é - 
ee Oe ° uy Gee eaian: te wee Se ne oe. ae i -, a 
‘ k ‘ ae . Te . gf 
i PRLS, e Na ¢ 7 mae a 
Vee PS, Ga eke f eae ci< FS 3 


pe initeews vt «~ He 
the © hie ghee ESL ea is bcess 


a , i bet Gere oe bead |< fest oe 1a Hee 


pei + amt al 
Den _ 


j ten ot sith dkowe towne oro} Balad a nobel of 
Vee en 


wendoe. fim as 4G 


o, ~4496- eo. Curtis. 

¥ You are answoring quostions on rates, you are criticizing the 
mothods by which Mr. Gouge has arrived at his calculations. 

a. If we refer to costs. In ostimating costs on the movement 

of any © modity we always take into account how mich empty mileage 
that commodity could cost. For example, in ostimating costs on 
the movement of alberta coal to Ontario back in the early years, 

we took the amount of cost of moving the loaded car from point 

of origin to destination, and then what it cost us to move tho 
empty car back. The amount that would be charged to the empty 

can would of course depend to some extent on the amount of enp ty 
milcage. 

jd» «re you talking of lumber or coal? 

4, Coal in that particular instance. 

BY MR, DYSiRT = If T understand the Chairman of the Commission 
correctly, what he is interestod in ascertaining is whother or 

not when fixing the cost of movement of any Specific commodity 
consideration is given to the possibility of return eupty movement. 


BY MR. PRAVLEY - Or roturn full movement. 


a ee 


“a. YOS, When we have occasion to move other products, yes. 
BY COMMISSIONER MORRISON - Mr. Gougo says on pigo 13: "Both 


railways quote a rate on lumbor from Vancouver to Halifax of 944.9 
mor. LOO pounds, Is that a fact? You have not questioned that? 
oe Los Sir, 

2. Now in arriving at that rate, was it calculated on return 
movenent of some commodity in the ear, or was it calculated on 
enpty car movement back? 

BY MRi DYSART ~ Before the witnoss answors that, might I inter- 
ject this. The rates are not set after a cost Study has been 

made to determine what it will cost to make the movement. Somo- 
times it is and sometimes it is not, but in the setting of a rate 
we do not embark upon an economic study to find out the cost and 
predicate the rate on oe 

BY Tih CHAIRMAN = What do you do? 

BY MR. DYSART - What the traffic will bear, taking into considora- 


tion cost and size of commodity. In order to elucidate that we will 
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De ~4497 = fie thy UUPELS 
put into tho box two rate mon who have spent a great portion of 
their lives form lating ratcs, and this witncss is a cost oxpert. 
He is the man who is called in whon we want to know if we are 
making or losing money on any particular movement, so he would 
not know if those things were taken into considoration. 

EXM, OF MR. CURTIS BY MR. D¥oiRT (continucd)_ 

% there has beon use made, I think, in Mr. Gouge's brief of the 
term “average train mile". What does that mean? 

#. The average train mile, or the avorage freight train nile as 
used by Mr. Gouge in this brief refers to the average train in 
Cimeda, \iticoneists of Gli tyoes of trains, that is to say it is 
the average of all types of trains, of the big heavy main line 
trains, and the trains that have nothing but a cabooses, and tho 
trains running on the branch lines that are Light, so it is not a 
truo figure of any particular territory at all, but merely repre- 
sents the average of what has happoned over Canada as a whole. 

4. It would be truco to Say that on branch lino "i" the trains 
may bo 3 or 4, whoreas on the main Line division thero may be 60 
pay ON 

me. that is correct. 

46 «and this is no criteorian by which to judge the movement? 

=, That is correct, 

BY COMMISSIONER MORRISON. - I refer you to the bottom of pago 18. 
In the very last paragraph Mr. Gouge refers to 2 negotiated rate. 
Is there such a thing as a negotiated rate? 

a, H#rankly Sir, I don't know. 

4. What is your interpretation of a negotiated rato? 

ety Srterpropetion of it, Tor what. itis worth, is ‘thateaca te. 
a joint agreement betweon the coal operators and the railways and 
presumably means concossions on both sides. 

4e Do you know of any rates that have been established by that 
method? 

H#. i am sorry Sir, I don't know. 

Q% “ould your associates know anything about it? 
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De ~4498~ ae oe Curtis . 
BY MR. PRAWLEY - Mr. Knowles and Mr. Jefferson would probably 
know. 

BY COMMISSIONER MORRISON -~ Would you find out. 

BY MR. KNOWLES - Every rato is negotiated, except tho basic 
class rates and standard milcago rates. Every rate is, generally 
speaking, a nogotiated rate. I would say that a great part of 
the rate structure in Canada is nogotiated with the shippers. I 
would say 75% of the yates, and the rost are set by the Board of 
Transport Commission. 

4. Have thero been any requests om the vart of the coal operators 
Of alberta for such negotiatod ratos? 

4, I have two thousand pieces cf correspondence on my files re- 
gard ing negotiated rates from wlberta to Ontario. Nothing else 
for the last 22 years. 

When was the last nogotiation? 

pee CAIN 192) Or. 1985 

%. fT suppose you received some of these 2000 letters since 1932? 
pe NO, B21) price te that: 

Q. Have you had any requests for negotiations of this nature 
Since 1932? 

i. No, since the 8.00 rate was put in so far as my knowlodge goes 
we have not been asked for any further reduction in rates, until 
Mr. Jesse Gouge sent this submission to ths railway before this 


hearing. 


ad 


% and he has never requested you to sit around the table and 
exchange vicws: 

i, He might have with the Jestern Office, but it certainly didn't 
come to Montreal, 

4¢ Would Montreal bo the proper place to approach? 

+s No, he would apprcach the Western Office first, and when they 
got as far as they could, they would came to Montreal. 

BY MR. GOUGH - You have here as an Exhibit a document which we 


forwarded to the hallway Company 3 or 4 months before we prepared 


ct 


his brief, asking for a negotiated rate. That was in the first 


vidence we put in. 
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WR. DYSART  - That commnication to the Railway Company I think 
you. consider cven in Calgary, was not exactly a request for 
negotiation. 

MR. GOUGE  - I think it was, because had the Railway Companies 
acceded to that request and started negotiations, it would have 
stopped further filing of any application to this Board. 
reciniant of that document I would not have beon in any mood to 
negotiate. 

BY MR. DYSART = Might I say it was placed in an envelope and just 
addressed to the railways generally, a mimeographed paper without 
any signature, or addressed to any snecific officer. We got it 
evontually. 7 


BY COMMISSIONER MORRISON - Perhaps Mr. Gouge as a shareholder of 


your company had certain libertics that he could not take with 
other companios. 

BY MR. DYsiRT - I think hoe took the same liberties with the 

other road. 

BY MR. GOUGE ~. Tho original copy was signed, tho rest possibly 
night not havo beon signed. 

BY MR. DYSART. - That is morely in passing. The point is that 
in arguing, this monorandum which was circulatod was designed for 
submission to this Commission, and it had passed the stage whore 
negotiation was proper in our viow, when we roecived it. 

BY COMMISSIONER McLAURIN  - Did you advise then of that? 

4. I could not say. I know I porsonally advised Mr. Cooney. 

BY COMMISSIONER MORRISON - It was not a question of jurisdiction? 
BXAMIN TION OF MR, CURTIS BY MR. GOUGH 

}. What fault have you found with this computation on page 15 regard 
ing this lumber rate? I have checked it over again. In what way 

is that computation wrong? 

48, I think Mr, Gouge that you will find that the $472.50 mltiplied 
by 27% cars produces a larger figure than y1z2,757, or I should say 


by 50 cars. 
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BY MR. DYSiaRT - I qualifiod that particular point on examination. 
MR. CURTIS - I have to make a correction. I said that $5.54 

Was @ correction of the 3.73. That ts aA mistake. It is a 
correction on the $4.94 diown on page 14. 

BY COMMISSIONER MORRISON - Before we leave this. At the botton 
of page 15 the arithmetic undor.Mr, Gouge's-formila ks correct? 

H. 10S Sir. It is the next page I have reference to, 

BY MR. GOUGKE - The first computation resulting from the average 
rein, On page Le, is correct. When I said that a 50 car train would 
not yield more than $4.57, I stand corrected. 

my WR. PRAWVLEY - Let us be sure about this mistake on the top of 
page 14. 

BY INE CHAIRMAN  -Before you come to that Mr. Hrawley, he has 
meade sOne refersncs TO an error on page ile. ais T understand it you 
acknowledge your error there, Mr. Gouge? 

Pe LOS 

BY COMMISSIONER MoLsURIN - Which one? 

a. In the second computation where I say a 50 car train would not 
yield more than $4.57. 

BY MR. PRAWLEY - On page 14 Mr. Curtis says says that the $4,94 
should be 5.54. 

BY MR. GOUGH -~ TI have not checked that one and would not be able 
GO Say. It is a matter of mathematics. 

EXM. Of MR. CURTIS BY MR. GOUGE (continued) 

J)» Mr. Curtis you say now, and you said yesterday that the actual 
return on our train of coal instead of 4.62 would be 2.41, and 
that would be due to the return of the empties. That is sono- 
thing we got corrected at Ottawa in a very important hearing by 

the Government of Canada in referring to this question. I want to 
call your attention to the same computation here, [I don't know 

that it was very clear either to the Chairman or to me. The ocompu- 
tation admittedly is right. The computation shows 4 net return of 
$0.75 per train mile, are you willing to say to the Commission 
paat that is not correct, that it should ne ~l.80°? 

a. You are referring to page 13°? 


i “Yes. Shouls that 63.73 be $1.85 or 61.82 or whatever Tt ta? 
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a ote peters a 
4. My answer to that Mr. Gouge is that the $3.73 is not correct. 
Lo Mill yor valle whyis) Ls 4% too, hlen? 


Pero iis toe. bos And the reason it is too low is because 


: 
every train that moves fromVancouver to Halifax (I am talking 

about trains, not cars) has to move back again. 

Q. «And that divides the recovery? Makes it one-half? 

Puen onoeooa ly, 

%. Why would it not do so in the recovery for lumber? 

:, May I finish talking about this first? The reason this $3.73 
is not correct is because every train coming from Vancouver to 
Halifax, we know that they all have to go back again. They will 

be utilized for traffic going back and therefore, while from 

gcneral knowledge I know that, generally speaking our eastbound 
movement is what oontrols the number of train miles and thorefore 
the westbound movement will be reduced by reason of the fact that 
there is traffic going back, How much of that traffic going back 
is chargeable to the lumber, I dom'"t know without a study. 

4. But the fact remains that in this computation you are giving 
credit for the carnings of a train of lumbcr calculated upon the 
rate going east? 

a that ts rieit, 

we Should that be dividad by 2 to get the exactly correct amount 
earned on that train? 

ae No Sir. 

). Why? 

-+, Because you have traffie going back that you can utilize. 

ee) Vo you Know that? 

ison Ss 

Q. Why don't we have any traffic going back that the box cars could 
utilize? 

BY THE CHAIRMAN  -= One reaso I suppose is that European trade 
somes through Halifax and more chance of getting freight on the 
return trip. 

BY MR. CURTIS = My answer to that is that we are answoring the 


gqguestion as to as to whether coal moved in a train Lot train of 2000 
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tons can bo moved at a given rate. Now if you are going to have 
a train lot train of 2000 tons it has to be moved east, and every 
movoment has to go back, and inasmuch as we are already moving 
more trains back than we have tonnage for, if we superimpose an 
entirely now movement on top of it, the additional train milos 
will be all additional again. 

% $It would not make any differenco Mr, Curtis in that respect 
whether it was a full train that wont east or a 27 car Crain 7 iG 
wald not make any difference in what would follow with respeot 
to the cars, They would be in proportion, | 

4, How do you moan? 

i. I mean that you stross tho 2000 ton train and that makes the 
return of the omptics a complete 100% probably. Would that be any 
different than if you were Operating 27 car trains? You would 
have the same problem in proportion, would you not? 

ae ©6‘Snthink oo, ix, 

1. Now then I want to ask you, do you know mach about this lumber 
movement * 

4. Not specifically. 

%. $I would ask you what kind of lumber was mostly transported on 
these trains, hoavy long lumber, big Sticks, or dressed and 
manufactured? 

= team sorry, © don't know, 

se ‘hat Kind of cars do you use for transporting lumber? 

“, Box ears I should think mostly, although mach is loaded on 
flat cars.too, and sometimes in the open top gondolas. 

d and if it is heavy rough lumber in long lengths, it is never 
woaded.in box cars is it? I know I have tried it, 

Ss. I wouldn't say never, Sir. 


4 I might say it might be an exaggeration, but 1 have tried to 


ce 


put tong Sticks in box cars, and you can't do it. Now what kind 
of trade have you got coming back from the Atlantic Ocean that is 
Suitable for loading on flat cars with stakes? 


fh 


Hu. J am afraid sir, I can't say. 
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}. is it not a’ fact that there is a lot more likelihood for 
traffic to be moved in cither dircction in box cars than in open 
cars, or back from the oast to tho west? 

ee strould think so. fut may Tl ask, you aré referring to the 
movement of ompty cars, not trains? 

% 1 am reforring to the movement of ompty cars, and I am not 
through with it because I want to know why if the coal train is 

to be credited only with 50% of its actual recovery, why the same 
thing does not apply to this train of lumber? 

oy. Lou-are mix ing up cars and trains. They are two different 
things, they have no relationship. 

BY JHE CHAIRMAN - Oh yes they have. He is asking you about, not 
train loads, but about this movemont from the East to the West in 
trains or cars, with the traffic from the West to the Hast. Hs is 
confining his questions to the cars. 

EXM. BY MR. GOUGH (oontinucd) 

%. Tho whole movement. I askod the question of whether it would 
bs more likely that box cars could be used on the return, than 
enpvy Tlat cars, “and he said yoo. Now I want to ask you if this 
computation made on the basis of your quoted rate figured out on 

a formla of the tons minimim loading, 27 car average trains, docs 
not show the whole gross earings of that train in one direction? 
#. 0U arc referring again to the bottom of page 137 

ue “6a. 

ii, It shows the carnings in one direction, yes. 

Qe ind that is the same formila that we used figuring on the coal? 
It is the same formula that I have used in all of these examples 
figuring train load recovery or revenue, we have used the same 
formila?t 

BY MR, FRAWLEY - Do you agreo with that Mr. Vurtis? 

a. Yos Sir, 

BAM, BY W R. GOUGH (continuocd) 

}. Do you then agree that these rates that I have credited you with 
are two times too high and that they cught to be cut in two to 
credit the cost of sending the empty car back? 

£ would not say they shoul.d bo eut in t 
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) Then the whole thing results in this, that you are willing to 
take credit for the recovery of 211 the trains except coal trains 
going cast, but the coal train is only entitled to one-half of the 
revenue it brings int 

BY THE CH.IRMAN - There is the quostion of trains thero, I 
think. Very fow commodities from the west to the east ars fitted 
for train movements. 

BY MR. GOUGH - I might be a little short in my language cor a 
Little difficult to understand. 

BY THE CHiTRMAN = I just wanted to bring that tc your attention. 


a ee 


EXM. BY MR. GOUGE (continucd) 

). Lam going tc have this gontleman do.a little calculating for 
me on the figures of what is now the ton rate to Ontario of $8.00, 
If we take the rate of $8.00 and figure it out on 40 ton cars, that 
is $320.? 

a, Yessir. 

2, That is 27 cars on an average train whore you handle this coal 
at the present time. How moh do you get por train load? 

ss, iL would take exception to the 27 cars. 

y That is the average train load and that is high because it is 
the highest year you have made returns for. If you were hauling 
this coal at 8.00 a ton to Ontario, and the average train load is 
EY cars, 

,. The average for all Canada as a whole, not for the coal route. 
J. I think we have to figure this on the average returns or 
average loadings of train loads. 

BY THE CHATRMiIN - If we want the over-all picture, being more or 
2o5Sen public, utility. 

EXM, BY MR. GOUGE (continued) 

3» How mich would you get per train load on that basis? 

s. On the, basis of 27 cars? 

kaa? 

4, ight sixty four, is that what you get? 

% No, Hight thousand six hundred and forty. 


a, os, that is right. 
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%. ‘Thon a train load of coal hauled at the regular rate which you 

have established under the prosont system of handling, would not 
be as much by ¥3,160. as our coal would at $5.00 per ton? 

4, That is true, but it is only fair to remomber that this 
calculation is based on 27 cars, but your coal train will have to 
haul 50 cars. 

Q. That is the very gist of this whole argument. ‘The return to 
the Railway Companiss by handling this traffic, which is a special 
traffic peculiarly adapted to this mothod of handling, that we 
can give you more revenue than you can get on any other commodity 

under that method? 

BY COMMTISS TONER McoLAURIN  - You invited Mr. Curtis to calculate 
a revenue of $3.20 a car on a 27 car train, and what doos it 

give you? 

MR. GOUGE -~ $68,640. 

& Assuming the coal travelled in a solid coal train and Jidn't 
have any other commodities, you say that is the train sevenue for 
that movement? 

a. Yes, 

4. Now you suggest a train of 50 cars. What is the gross you 
Suggest for that train? 

4. Ten thousand dollars, at $5.00 a ton. 

BAM. OF MR. CURTIS BY MR. GOUGE (continued) 

Q. Of course you understand Mr. Curtis that whon you publish a rate 
and invite traffic under that rate, you are not limttine the omount 
hat the public can givo you, aro you? If they brought to you a 
full train of this traffic under any rate you published, you would 
take it and transport it in that way? 

+. We would take any traffic. 

tee oo lt think at is unfair to us, but not to you, when 7 make 
those calculations based on a full train load, because when you say 
you will take any commodity, you will take anything offered and 
transport it in the average way. So that a train load of coal under 
the present rato moved by average tonnage, and the average train 

would bring you back in revenuc $8364. That is merely another 
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calculation similar to the ones we have in the book. 

4, «Am I supposed to reply to that, or is it a statonent? I agree 
the calculation is correct, but I don't agree that that is the fact. 
BY THe CHiTRM:N | What have you to say about the fact? Is it 

an external fact? 

‘4. I don't think it portrays. the truth of the situation, because 
our coal train will have 2000 tons, and we have to move 2000 tons, 
whereas this average train, being an average of all types of 
trains, is only going to have seven hundred odd tons, and if we 
perform a service and move three times as mech traffic, surely we 
ought to get more than the very. Sicli: increase in the difference 
between Hight Thousand and Nine Thousand Dollars. . 

BY MR. GOUGH — You are getting at the very heart of our whole 
argument and I don"t care to onter into that discussion now, 
because we have been in that ever since we started, the difference 
in cost between a full train movenent and the cost of doing it 

your way. I am saying that a full train load, and T 4m submitting 
the evidence here, which is not my opinion but the opinion, of men 
who are qualified, the I.C.C, in the United States, they say it can 
be hauled cheaper. I want to get down to that with you before 

you get through here. If I want to know what the Railway's 

Opinion is of what could be done, is it not a pretty fair way to say 
what they have offered to do and what they are doing? 

BY TH! CH\IRMSN  . I think more or less you are giving evidence 
Mr. Gouge, but if there was a question in it, you should give the 
witness an opportunity to answer 

EXM. BY MR. GOUGE (continued) 

4. I may be trespassing on my privileges here, your Tczdshiv. If 
the Railway Companies have published rates at sumevrous times shoving 
a difference of from 33% to 40% or more between trainload rates 

and one car rates, would that be any indication to you that there 
is a saving in the reduction of the economic transportation of the 
traffic? 

4, I think I would assume that it is cheapor to move quantitics. 


BY THE CHAIRMAN - But he premised his question, if they do so and 
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so, that that is an indication that carload lots, or train loads 
are much mh eaper than the ordinary type of traffic. 
4, I think I would -have to say no to that. 
MR. GOUGH - Can you explain to the Commission on what grounds 
you would say no? 
BY THE CHAIRMAN - Did you get the question precisely, Mr, Curtis? 
BY MR. CURTIS =~ I think go, Sir. I think I would have to answer 
that question this way, Mr. Gougo. The principle of charging less 
for qu. ntity movements is protty well established... It is 
evidenced by the difference between carload and L.C-.L, rates, and 
also the lower rates. quoted on most bulk commodity movements which 
aro handled in quantity, and it is easy enough to visualize that 
ee woulditeke Little longer to spot six or a dozen empties, or 
leave six or a dozen empties in some siding, than it would be 
to perform the same service for one car. The costs are only 
one of many factors which are considered in rate making, and very 
piten the Least important. sind for this»reason IT don’t think that 
the fact that a lower rate is charged for perhaps the movement of 
25 cars than for one car, indicates that the railway can necessarily 
handle 25 cars for less than one car, although [ admit that it 
probably can. 
BY THE CHAIRMAN © J. 

I want to promise this question by stating that I tried some 
yoars ago to get some idea of how the rates get to be made, and 
I wave a good deal of attention to it, and down the years I used 
to look into this quostion, and I never xpect to know anything about 
how the freight rate structure is made. But when you say one 
thing here, when you say that the costs for a railroad are one of 
the least important items when you come to a question of rates - 
that was your answer? 
oe LOS» 
% Well rates are made I presume with a view, proper rates, with 
a View of giving the railroad a fair return on thoir money? 


a, »Yes sir. 
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Ss, “ ~4508~ Meet Cane 

Q. Is not that the first thing you would have to go into, tho 
question of costs, both overhead and active, to arrive at a 

proper freight rate, I mean a roasonable freight rato? 

ho tamenot’a freight rates man, Sir. 

Q. You undertook to say that that was the least important thing 
in making froight rates? 

a. I understand the big majority of rates are set, in fact I know, 
without any study being made of costs. 

% id know that, but is it fair and reasonable I mean to the public? 
EXM. OF MR. CURTIS BY MR. GOUGH (continued) 

}. You would not agree to add to the cxtent of saying that the 
rate should be Lower than the costs, would you? 

a. I cortainly would not, 

% »©o that the cost of the traffic actually does enter into the 
rate making up to the point of where you determine whether you 

can afford it, or whether you can't? 

4. Ina sense I think probably that is true. 

GQ That is the sense in which wo are pursuing this investigation, 
whether you can afford it, and then I think cost is very material 
and important. I want to know your opinion whether or not the 
railways, for instance the C.N.R. in the gravol case. You are 
familiar with these gravel rates, are you? 

weehorsins 

4. The C.N.R. published a gravel train rate plying from Bird 
Valley to Winnipeg. You published a rate there of 1 car 75¢ per 
cu. yd.e; 20 cars 40¢ per cu. yd, a reduction of 46-2/3% for the 
train load movement. Has that any relation to the cost of moving 
that traffic? Was the cost taken into cmsideration in making that 
differential? 

A, I know nothing about costs. 

BY MR. FRAWLEY  - Myr. Knowles and Mr. Jefferson ire here to 
answer those things. 

BY THE CHATRMAN - Iwas going to suggest that Mr. Curtis does 
not pretent to be an expert on rates, and there will be a witness 


produced here that can probably answer your questions. 
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S, -4509— ae die GUST Be 
DXM. BY MR. GOUGE (continued) 

X. Reverting again to this question of returning ompty cars. 
Your method of accounting docs not make any charges for 0.C.S, 
businoss, do you? 

a, the cost of moving 0.0.5, material. 

Q. I am not asking you about 0.C.S5. cost. I am asking you if 
you keep an accounting record of that? 

he oNOy 

a Moving empties from the place whore unloaded is 0.C.S. business, 
io it not? 

a6, NO. sir’ 

te Moving rails and ties to where they 2re necded, and things 
of that sort, that is 0.C.S. business? 

ie) eR. 

3.2 Moving the coal that you burn at the different stations 
along the line? 

ms. «inet is 0.C.S, business, 

4. In what way do you make charges for moving empty cars? 

&. I think Mr. Gouge that you are possibly misinformed about 
how the Railways keep their accounts. The Railways keep their 
accounts by what are called General Accounts. They are divided 
into a group, all the railway's expenses are set up in groups 
aacording to the type of work porformed. For instance, a group of 
expenses for maintaining track, and they are sub-divided into 
different accounts; and a group for maintaining equipment, and 

a group for transportation which is the actual cost of operating 
trains, including of course stations and so on. Those costs 
are not divided between the cost of 0.C.5. and the cost of 
revenue service, or between the cost of amptics or loads. They 
are just kept as a group. 50 when you ask mo if we keep the cost 
of moving empties, there is not such a thing. 

%. That gets me back where I want to be. ‘Then viaen you make 4a 
report to the Trade & Commerce Commission, you put in one 

column Revenue por Train Mile of freight Handled, and you put 


in the column next to it Expenses of Operation per Train Milo, 
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5, ~4510- ch Cur tas 
is it truc that the expenses of operating are all in that 
column, all theso items that you mentioned that are accumulated, 
Kept separato perhaps but afterwards put in one sum, they are 
reflected in that $4.03? 

-. Thore is one error. The revenue per train mile shown in the 
various publications is the revenue for freight trains or for 
passenger trains, there is no corresponding expense shown. 

. Then there are two other columns, one Total Revonue per Train 
Mile freight and passenger service, and against that there is an 
expense account. In that figure there are the total expenses 
of the railway for everything that happens, maintenance and 
equipment and everything else. 

Q. If you show a column which is cither the total expense of 211 
wratiio; or Of the freight traffic, you have included in that item 
the movement of ompty cars, and ties, and so on? 

n eS. 

O. tf I off-set against the revenue of this trecin vate tn Mntamgn 
the full amount of the operating oxpenss he~e we not allowed for 
taking care of all these other items of expense which you have 
cnumerated, including the movement of omptics? 


4, You have allowed for the average movement of empties: you have 


O 


allowed for the movement of empties on the basis of the rverage 
system, empty movement, but you have not allowed for the proportion 
of emptics which we claim is applicable against thc coal. 

BY THE CHisTRMAN - But you have not formulated any plan showing 
what the cost of that is, according to your answer. 

a, As far as the.coal movement, the only studios > hove made 
are the old ones before 1951. 

% They dom't show on your acomnting system? 

m the costs, no sir. 

4. When they charge up an operating expense which fneludes all 
of these items, I am entitled to have that operating expense ths 
samo as the movement of the lumber to Nova Scotia, or any other 


charge, and having charged mysolf with the full amount of this 
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S. -4511- i he Curtis 
operating oxpense, we have charged ourselves with all of the 
expenses to which we are ontitlod to be charged. That is the 
point I am trying to show you. 

BY COMMISSIONER MORRISON - I take it that your silence agrees 
with hin. 

A. I hope you won't take that, Sir. 

EXM. BY MR? GOUGE (continued) 

% dust a word or two about this comment in the beginning which 
may be relevant, about wages being increased. Have you examined, 
and [I know you have - would you tell the Commission the relative 
percentage of wages and salaries for 1942 to the gross revenue 

of the operation? 

“i. Iam sorry Sir, I have not got the figures here. 

Q%- i have them if I can find them. I have overything so badly 
mixed up here. If I told you that the percentage of wages and 
salaries to the gross revenuc in 19382 was 39% , would you agree 
with that, or would you think it was wrong? 

4. That seoms to me very very low as I recollect it, Sir. 

BY THE CHAIRMAN - Where did you get the figures, Mr. Gouge? 

A. From Trade and Commerce statistics. 

BY THE CHAIRMAN - He says he coes not know. 

BY MR. GOUGE - Well he said a while ago that the wages had 
gone up, that those costs were increased, which might be a factor 
in determining whether we would be reasonably... 

BY MR. DYsiRT - Wo could file with the Commission a copy of 
the Order of the National War Labour Board which was put through, 
on practically all wages of railway employees in the last year. 
BY MR. GOUGE =» lJam not disputing thiss What ) em trying 

to show to this Commission is that wages are relative to what you 
got out of it, and if the wages in 1942 with the percentage of 
eross carnings, are lower than those in 3C years or since the 
records have been made, it is pertinent to this inquiry. 

BY COMMISSIONER MORRISON. = I think I asked yesterday if the 
labour cost per ton mile was higher in 1944 than in 1936, or 


lower. Can you tdl us that? 
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A. I am sorry that I can't answer it. I would be glad to have 
it worked out. 

+. It seems that the National Labour Board have issued wage 
increases. Will you let us havo the comparison of the labour 
cost per ton mile in the years 1944 and 1936? 

A, The labour cost per ton milo. 


BY COMMISSIONER McLavURIN - For 1944, as compared with 19356. 


BY MR. GOUGE = The table is on page 664, Canada Year Book 1956, 
No, I am wrong again. The table Shows the ratio to the gross 


earnings, of operating expenses, years 1912 to 1919, and 1919 to 


1934. MPwitk moo tate tine to. road: those, 


XM. OF MR. CURTIS BY MR. GOUGH (continued) 
%. Would you agree that this table properly sets out the ratio of 
the wages and salaries to the gross earnings during that period? 
i, I assume so, I don't know the table. 

ue Now, having looked at the table, would you give that answer 

to the reporter? 

i.) os Sir. 

BY THE CHAIRMAN - And what is that ratio? 

A. It starts in 1912, to gross earnings was forty two ninety five, 
and it gradually increased during the period to 1934 until in 

1934 it was fifty four twenty nine. I have the same thing in 
the next Year Book here if I could find it, showing that those 
have been reduced since 1934. In this Year Book 1944, the last 
one that is complete, the ratio of operating salaries and wages 

to the, ross earnings... 

BY THE CHAIRMiN - Give us the last year. 

a. 39.6, that was in 1942 So that actually, according to this 
report, they have increased sone, but at no time, or not now, 

have they anywhere approached any period prior to the war. 


BY THE CH\IRMAN - There is a good answer to that of course. 
MR. GOUGH - That is not very important to us, only if it is 
intended to make a showing that they can't do this because of wages, 


I i j j é j tak e 
I don't think it is a point well taken (Pago 4515 follows) 
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BY MR. DYSuRT: We asserted the cost of operation inereascd., We 
didn't say the labor costs, which may or may not be one of the 
incidental factors that center into it. 

BY THE CHAIRMAN: L presume that there are two weys of looking 
et it. There is no doubt that increased wages have put up the 
cost of opsrating, but it hag not taken down the ratio that lebor 
as. compared with revenue has in the picture. 

BY MR. GOUGE: I think I will ask this witness, what do you 
attribute as the reason for the vast increase in tho earning 
power and revenucs of the railway company during the last six 
years, in view of your statcment yestcrday that there is no in- 
erease in the rates? 

& The answor obviously is traffic, sir. 

@ Increascd loadings, longer trains, isn't that what has done it? 
& I wouldn't say longer trains had anything to do with it, but 
certainly increased traffic, and increased traffic usually pro- 
duccs Longer trains. 

Q Well, isn't it a torm which you railway men use very much, 
density of tratfict 

m Yes sir. 

Q@ Now doesn't that mcan heavier loading of cars and Longer trains 
to move? 

& It docsn't mean that; it ususlly results in that. Density of 
traffic hes reference to the amount of traffic, number of tons 
of freight or the number of trains or what-have-you. 

Q Notwithstanding the fact that the rates have not increased, 
the revenues of the railway companics have enormously increased 
during the past six years, both gross and net? 

A That is correct. 

Q@ «nd that is due to increase in traffic, heavier loading of 
cars and longer trains? 

& No sir, I say it is due to increase in Srerrio; periods 

BY THE CHAIRMAN: Probably the answer might be, if you are look- 
ing for the answer that suits you, thet tho large trains oper- 


ating in this country, most of them carry passengers. 
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BY MR. GOUGH: On that very point the figures here are important. 


éu 


A 


ne 


da 


de 


They show the avcrage loading of trains, which was at one 
timc down around 400 tons per train, incrcascd to 700 tons 
per train. I am asking if that fact has any bearing upon 
the carning powcr of the railways? 

It has no bearing on the gross carning powcr; it hes a bearing 
on the net. Q I can't understand that. I wish you would 
explain. 

We have tc move all the traffic we can gct and it docsn't make 
any difference whethor we move it in 700 ton trains or 800 
ton trains. Our gross carnings, of courss, are the total 
revenues we receive, without taking off anything for cxpenses. 
Oh, I get your answer now better than I understood it at 
first. If you operated a train, every train had one car on 
a train, you would still get the same gross carnings but you 
wouldn't gct the net carnings? 

Yes, that is what I mean. 

But it would affect your net earnings? Now your net carnings 
have gone up as well as your eross carnings? 

That is correct. 

4nd the amount of loadings on the cars is the thing that 

does affect that? 

Undoubtedly. 

Now you criticize these illustrations that TZ pus in Gais 
brief on the grounds that many of them show Low loadings 

per car. When you publish a rate isn't that one of the 
things that is taken into consideration, the maximum Loading 
in tons that can be put into the car? 

I am sorry, sir, I can't answer questions as to what is con- 
sidered in making a rate. 

Well, I will ask it to you this way. In making these calcu- 
lations I have given the railway company ervedit for a full 
tonnage load that is required by the rate load, is that 
correct? 


I would assume SO-« 
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Q Then if the rate is published by the company , inviting 
transportation from the public on a basis of so many tons 
per car, it is not unfair to calculate what the carnings 
would be on a basis of your own tonnage requirements, is it? 

iZ If you are talking about carnings per car, that is fair enough, 

Q Well, ,carnings per car have a lot to do with earnings per 
train, don't they? 

A They have a bearing on it, yes. 

Q You would not say that in any of these calculations [I have 
purposely quoted a loading tonnage that is below that ro- 
quired by the railroad? 

& That I don't know. I have not checked it off. 

Q Now I want to get back to one more rate on this returning of 
empties. The first illustration I used was the oil rate from 
Calgary. I gave you credit there for an earning of $4.79 por 
train. Would you say that that should be cut in half and 
made $2,893? 

A I think I would have to answer that, I don't know what the 
operating conditions are in that particular territory, there-~ 
fore I can't ~-- 

Q@ That hasn't anything to do with this. I am asking you this 
on the question of returning the empties. You know and I 
know andeverybody knows you return those emptics 100%? 

& Yes, but you are talking about ~-= 

Q@ Now then, if that is so, then your carnings there should be 
divided by two? 

4& No sir. 

Q In our train you say we should be entitled to only half of 
what we earn because emptics have to be returned. Does that 
apply to the oil train? 

A Pardon me, sir, I didn't make that statement at all. 

BY COMMISSIONER MORRISON: Let's get clear about this. [I have 
certainly been under the impression that, on the top of page 


3, you were asked a question by Mr. Dysart and you said that 
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that figure of $4.62 should be $2.31. 
That is correct. 
Now as I understand Mr. Gouge's question, he is asking you if 
that $4.79 should be divided by two to arrive at the true 


figure. Is that your question, Mr. Gouge? 


BY MR. GOUGH: That is the question. Now you said that you 
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weren't acquainted with the operating conditions there. That 
is your answer? 

Yes sir. 

Now you made it your business to get acquainted with the 
operating conditions on the other and gave a very specific 
answer. 

The answer is I know the operating conditions on the coal 
route; I have studied it for the purpose of finding cost, and 
I feel and am satisfied that in order to move coal we would 
have not only the train miles, have to move crews and loco- 
motives cagtward with the coal, but we would have to move 
those crews and locomotives westward without any traffic, 
although they might have to handle the emptics of the coal 
train. I say that in this casc I don't know whether those 
erews would have to go back or not; they might be able to use 
them for other traffic. I do not know that without studying 


it individually. 


The guestion is, you know those cars go back empty. They are 


oil tankers, unsuitable for any other traffic. They do move 
back empty? 

Yes sir, 

Then in that case would you divide the revenue you have re= 
covered from this train by two and say that you only got for 
that $2.40? That is the question. 

The answer is that I can't tell without a study. I know that 
some of those train miles, maybe all of them, are going to 
have to go back, but how much I don't know. 

You know how much in this case. We are assuming that all of 


these go back empty. 
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a When you say empty, what do you mean? 

Q@ I mean empty tank cars from Regina to Calgary. 

& uwgain I can't tell you, sir, because we don't necessarily 
move empty cars. You may be able to send those empty cars 
back on a train that is carrying freight. 

Q@ Oh yes, and the same way from Ontario with coal cars that go 
back on @ train carrying freight? 

& Except that wc know that on the traffic from Ontario wo have 
no freight to send. 

BY THE CHAIRMAN: Oh no. There is certainly somctimes you have 
some freight back, and with the samc opportunity of attach- 
ing them to anothor train. 

BY MR. GOUGE: I would like to get an answer to my question, 
because if I have ercdited them with too much on this oil 
train I would like to know it. Is it necessary to find the 
actual revenue you have got to divide it by two, that is the 
gucstion. 

& The answer is, sir, I can't tell you. I would like to point 
out, you see, we are talking about revenue, not costs. 

BY THE CHAIRMAN: Well, you undertook to criticize Mr. Gouge's 
idea of this othcr matter on page 3, where you said it would 
have to be divided by two. 

a Yes sir. Well, therc he was talking about revenue, not costs. 
Well, he is talking about costs on this 562 miles on the 
train Load. 

&£ He is still talking about revenue. 

BY MR. GOUGE: That is what you divided by two for us, was the 
rovenuc, not the costs. 

& That is correct. 

Q Well, here is the revenue derived from the movement of a train 
where we know the empties all went back. I am asking you if 
it is proper to divide that by two? 

& My answer is I can't tell you without studying the individual 
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BY THE CHAIRMAN: If they have all to go backe-carrying coal 
from izlberta into Ontario you premised your ideas by saying 
they all go back? 

um 185 Bit, 

Q If they all go back shouldn't there be the same computation 
as you made in the revenue east and west with coal and cast 
and west with oil? 

& I don't seem to be able to make myself clear, sir, on this 
question of the difference between empty cars and trains, 

© I know. There is the whole trouble about the thing. You 
are not able to say whcther those cars--and I don't blame you 
for that at all--whcther the cars that carry oil go back, and 
your best answer is if they do go back they are attached to 
another train. That doesn't make a much difference to the 
question of costs. The same thing could happen going back 
from Ontario; they might be taken back by other trains. 

BY MR. FRAWLEY: Would it help you if you simply made the 
assumption that the Chairman put to you? assume that the 
erude oil cars, after they get to the refinery at Regina, go 
back to Calgary empty. Would you not make the same adjustment? 

& May I say on the assumption that if the conditions are the 
Same --- 

BY THE CHalRM4N: That is the very question he is asking you. 
On the assumption that they go back in the same proportion 
as the coal cars do, isn't Mr. Gouge putting a fair proposi- 
tion to you that that should be divided by two? 

& Not necessarily, sir. 

Q Why? 

& Because if you visualize what happens. You take a train of 
oil from Calgary to Regina. Now that train has got tO go 
back. Now it will take empties, yes, and that is chargeable 
against the oil movement. If it has nothing else to haul, 
the train is chargeable against the oil movement, but if on 
the other hand you are able to put 10 cars of something else 


on that train, thon obviously those cars have got to bear 
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their proportion, and a lesser amount is charged against the 
oil movement. 

Q@ That is not the assumption, Supposing they all go back, all 
empty, the same locomotive, the same cars, the same train? 

A Then it is 100 per cent. Then you divide by two. 

BY THE CHAIRMéN: Certainly. That is all he is asking you, 

BY MR, GOUGE: Have you made any calculations, Mr. Curtis, in 
respect to this rate on commodities from Winnipeg to Saska- 
tonn? I wish I could afford the Commission an opportunity 
to look at the list here. This is page ll. Itcovers practi- 
Cally everything of a wholesale nature that is sold in the 
city of Winnipeg. Have you made any calculation or inspece 
tion of that rate to determine whether or not the rate pays 
expenses? 

Pe te AVG, DOU. SLT. 

q Would it take you very long to do that? 

& Well, I would have to have several weeks or a month. 

Q I asked you a while ago if it was the intention at any time 
of the railways to make a rate which did not cover the cxpenses? 

& I don't know anything about rates. I hope they don't. Didn't 
we do that with the coal rates? 

Q No sir. I will answer that directly and specifically, you 
did not. Dealing with this particular rate here, don't you 
think that loading a freight train with five tons of commo~ 

dities to ship a distance of over 400 mihes is a waste of 
traffic equipment and transportation facilities? 

a You mean freight cars? 

q Well, transportation facilities. If you have a traffic of 
only five tons in a freight car wouldn't you call that a 
waste of transportation facilities? 

4 Well, I dontt know the conditions. It would certainly scem 
that waye 

Q. I am going to ask you a question for an opinion. I will ask 


you if the railways are making rates of that nature for that 
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distance for the purpose of competing with trucks and BC tm 
ting small amounts of business, wouldn't you think it would 
be better business to try to get train load rates of heavy 
traffic for long distances? 

I think I will have to answer again, I don't know anything 


about rates. 


BY THE CHAIRMAN: That is not a rate, that is business. 
BY MR. GOUGE: Wouldn't you call that fishing in the ocean for 


minnows when there is a lot of tarpon and tuna fish to be 


caught? 


BY COMMISSION@R MORRISON: Perhaps if you leave the question cof 


rates out the witness could answer your question. He does 
know something about revenue. Just put that question, if 
that would produce that kind of revenue it would be zood 


business. 


BY THE CHAIRMAN: Take the question that way. What do you think 


about it? 


BY MR. GOUGH: I think, Mr. Frawley, you can have the witness now. 


EXAMINED By Mr. Dysart. 


There was a reference to the increased revenue which the 
railways have derived from the handling of traffic through~ 
out the last six or cight years, and I think you have admit~- 
ted that it was the increased traffic that produced tho in- 
creased revenuc. Now isn't it a fact that the large increase 
in the railways' revenue is due more to the change in the 
nature of the traffic rather than the additional volume? 

In other words, weren't the railways carrying more high 

class traffic which in accordance with existing tariffs could 
be charged at a higher rate and thus produced greater 

revenue than in the years before? 

That undoubtedly had a bearing on the situation. 

In other words, you were carrying more traffic and traffie 


on Which the rates were higher? 
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BY THE CHaIRMN: Wasn't the most of your transportation from 
west to east, to Halifax, the ports? 

BY MR, DYSuRT: The great bulk of it, yes. But they were ship-= 
ments of commodities that bore a high rate. 

BY THE CHilRMAN; On a carload of cars, big machinery going over 
to England, surely a car taken from one point to another 
wouldn't carry a higher freight rate than coal? 

BY MR. DYSuRT:; I can't answer that. I would suggest that 
that situation does prevail, because one of the main factors 
that criprs into the making of a freight ratce-I am not 
attcmpting to tostify es I am not a freight rate cxpert-~ 


but I understand is the value of an article. 


11.55 4.M. = COMMISSION .DJOURNED UNTIL TUESDAY, 
OCTOBER 9, 1945, at 10,00 aM, 


Mr. Dysart stated that it would be impossible for him, 
Mr. Knowles-or Mr. Jofferson to be present on that date. After 
considerable discussion it was left with Mr. Ix wiley to arrange 
a dato, convenicnt to all partiss, for the cxamination of Mr. 


Knowles and Mtr. Jcofferson. 
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ROYAL COMMISSION ON COAL 
ee NIN VO 


Ottawa, Ont., 
Oct. 9, 1945, 


The Royal Commission on Coal resumed its hearings in 
the Courtroom of the Board of Transport Commissioners, Ottawa, 


Ont., On Tuesday, October tite LI4Oy at LOS O00) As its 


Hon. Mr. Justice W. BF, Carroll, Chairman 
Ons Mr. Justice C., Cy McLaurin, Commissioner 
J. J. Frawley, K.C., Commission Counsel 


Robert D. Howland, secretary. 


BY THE CHAIRMAN: We are sorry, gentlemen, to announce 
that Mr. Angus Morrison, through business it is absolutely 
necessary for him to look after, ae been called to the West, 
to Calgary, and will not be back perhaps for two or three days. 

BY Maw BRAWLEY: » iis Ce Hd Stockdili. 

MR. STOCKDILL takes stand. 

BY MR. FRAWLEY: Mr. Stockdill, you are assistant to the voce- 
president of the Canadian Pacific Railway Company? 

A oresyeir, 

Q «and you have had, during the course of your association with 
the railway-company, considerable to do with the buying of 
coal? 

Yes sax. 


4nd you are here this morning to present the company's 


submission on the question of coal purchases to the Commission? 


A Yes. 


Exhibit 228 =- Submission of the Canadian Pacific 
Railway Company _ 


ee eee 


MR. STOCKDILL proceeds to read Exhibit 228: 
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Mr. Chairman and Members of the Commigsion: 

The Canadian Pacifie Railway Company, as the pioneer trans- 
continental railway system, has long been associated with the 
Canadian coal industry, particularly in Western Canada, where 
it is the largest consumer of Canadian coal. 

From approximately 1910 onward the Company's policy has 
been to enlarge progressively both the tonnage consumed and the 
area of its operations in which Canadian coal is utilized. as 
@ result, in normal times, coal mined in the Dominion is used 
exclusively on the Company's rail lines throughout Canada with 
the exception generally of Ontario and Quebec. In these 
provinces, United States coal is used, except for a certain ton- 
nage of Canadian coal which moved all rail from Alberta to 
Ontario under ubsvention, and Nova Scotia coal transported by 
water to Quebec points. 

The substitution of substantial quantities of Canadian 
coal for that of the United States commenced on the Company's 
lines in Western Canada about 1920. The success which attended 
this is twee waar was developed entirely by the Company in 
co-operation with Western coal operators, and without any form 
of Government aid other than for subvention assistance on a 
limited amount of western coal consumed between Kenora and 
Fort William, has been most encouraging. 

This programme ee in the Company, prior to Lao, 
using entirely coal mined in Western Canada in its locomo- 
tives and stationary boiler plants from the head of the Great 
Lakes to the Pacific Coast, with the exception of certain mile- 
age in the mountain and forest areas of British Columbia and 
Western Alberta where oil-burning locomotives are operated. 

This policy has been duplicated in the case of the Com- 
pany's operations in New Brunswick and Nova Scotia. While 
rail mileage is naturally limited by the size of the area served 
in these coastal provinces, particularly when compared with the 


extensive Canadian Pacific mileage in the West, locally mined 
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coal has been the only fuel used there since the commencement 
of the Company's operations. 

The provinces of Ontario and “vebec offer geographically 
a natural market to be supplied efficiently ana economically 
with coal from adjacent producing mines in the United States, 
The Canadian Pacific, along with many other important private and 
public institutions in these two provinces, has accordingly 
long availed itself of United States coal in this area. 

At the same time the Company has, however, used guanti- 
ties of Nova Scotia water-borne coal at Quebec, Three River and 
Montreal, and, through the aid of rail transportation subven- 
tions, it has successfully utilized Western Canadian coal in 
recent years as far Hast as White River in Ontario. The further 
use of Canadian coal on lines in central Canada depends on the 


quality and cost of such coal as may be available. 


COAL CONSUMED IN WESTERN CANADA: 

For some considerable time after the construction of the 
Company's transcontinental line, it was necessary to rely 
almost entirely on United States coal for locomotive purposes 
owing to the lack of any substantial coal mining industry in 
Canada's western provinces. Agriculture was naturally the 
basis of the initial Western development and the opening of 
coal mines had to await the formation of a satisfactory rail- 
way and commercial coal market. 

In this connection it is en established fact that some 
of Canada's most important coal mining properties were developed 
in conjunction with the construction of the Company's rail 
lines. In 1881 the first coal seam was opened in the Leth- 
bridge district and this fuel was used in the Company's loco-~ 
motives. In 1882 coal mines were opened at Canmore and this 
coal was utilized by the Company in railraod construction work 
in the mountains. Finally the mines in the Crow's Nest Pass 
region, now the largest source of coal supplies for the Com- 


pany, were opened in 1896. It is therefore clear that the Com- 
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pany and the coal mining industry in Western Canada have been 
Closely association for apprxomately half a century. 

This long-standing relationship has produced benefits to 
both parties. One of the most important essentials in the 
operation of a railway is to be able to secure an unfailing and 
comparatively extensive supply of coal of suitable quality and 
price not only for locomotive purposes but for many other varied 
railway needs. That this has been possible is due largely to 
the co-operation which has existe’ over many years between the- 
Company and “estern coal producers located adjacent to its rail 
lines. 

In 1920 the Company imported 815,000 tons of United States 
coal for use on its Western lines. The balance of its coal 
requirements for this region, amounting to 1,447,000 tons, was 
Supplied from mines in Western Canada. The inability of these 
mines to supply a larger portion of the Company's requirements 
was due primarily to the disposal of a considerabke amount of 
Western coal from Fernie and Michel mines to the Great Northern 
Railway in the United States. 

However, after 1920, changing conditions enabled the 
Western coal producers to supply an increasing amount of the 
Company's coal requirements. As a result, the Company's pur-= 
chases of United States coal progressively decreased until they 
reached only 87,255 tons in 1938. Then during 1931, 1940, and 
1941, the Company did not import any United States coal for use 
On its Western lines. 

Due to the Government's wartime fuel policy, it was neces~ 
sary, in recent years, to resume importation of United States 
coal into Western Canada. These imports amounted to 200 ,259 
Bove in 1942, 1,049,616 tons in 1943; and 1,191,255 tone ae 
1944, While the Company fully realizes the critical conditions 
of supply which made this policy necessary, it intends, at the 
earlicst possible moment, to return to its previous practice 


of using solely Canadian coal on its Western lines, providing it 
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W. -4528~ C. H. Stockdill 
continues to be economically feasible. In this connection the 
Company has agreed with the Coal Controller to take 2,100,000 
tons from Western mines during the current coal year ending 
March 31, 1946, 

This record of utilizing Western coal to the maximum has 
been made possible by the joint efforts of the Company and the 
coal producers. <A number of the mines have invested substan~ 
tial new capital in modern equipment and preparation plants 
which increased output and improved the quality of the product. 
Likewise the Company has encouragsd the operators to prepare a 
better product because, with improved locomotive design, and 
particularly the installation of automatic stokers, The Com- 
pany's specifications for coal have become more rigid. 

In an endeavor to meet this situation certain of the 
producers erected coal cleaning plants. While the Company fully 
appreciates the efforts being made by the operators to improve 
the preparation of coal, it is suggested that there still re- 
mains a high percentage of fines in locomotive coal, too much 
of which passes unburned through the stack. It is hoped that 
future developments in the methods of mining friable coal will 
eventually overcome this problem, 


Western Coal Purchased for Use on western Lines, 1955~1944 


year Ae vers! Year Tons 
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These figures amply support the statement made carlicer 
that, after making allowance for considerable United States coal 
purchased in 1943 and 1944 because of wartime conditions, the 
Company has stécadily increased its consumption of Western mined 
coal. 

During the period 1920-1944 the Company, on its Western 
lines, purchased a total of 35,472,881 tons of coal from mines 
in Western Canada, and 8,207,000 tons of United States coal, a 


ratio in favor of Canadian coal .of > over four tons to one. 
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In addition the Company has been able to replace former-~ 
ly imported Pennsylvania anthracite with Canadian briquettes for 


car heating and other miscellaneous purposes. 


COL CONSUMED IN QUEBEC AND ONTARIO: 

The position of central Canada in relation to the adjacent 
coal producing areas of the United States, together with exten-= 
Sive inter-connecting transport services, has produced a heavy 
traffic flow between the two countries, of which United Sates 
coal is one of the major items. 

“S a result the Company has since the commencement of 
operations in these provinces, largely used coal from United 
States mines. This has been a normal development because the 
United States is the logical source of supply in the absence of 
any substantial quantity of Canadian coal being available for 
railway consumption in that area, 

While the long term trend has been to use United States 
coal in these two provinces for the rsasons mentioned, certain 
changes in the source of Company supplies have taken place in 
recent years which have brought about a larger utilization of 
Canadian coal in this region. as a result of transportation 
subventions on jlberta coal moving Hast into Ontario, and pay- 
ment of the price differential between the laid-down cost of 
Nova Scotia and United States coal, the competitive price situ- 
ation was equalized in part of this area. 

BY MR. FRAWLEY: Mr. Stockdill, you say "payment of the 
price differential between the laid-down cost of Nova Scotia 
and United States coal." That was just a subvention? 

MR. STOCKDILL: practically. 

Q Iwas wondering whether you were drawing any distine- 
_tion, because you speak of "transportation subventions on «wl~ 
berta coal " and "payment of the price differential between the 
laid-down cost of Nove Scotia and United States coal? 

MR. STOCKDILL: The subvention was a fixed maximum pay- 
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based on costs. 

BY MR. FRAWLEY: That's right, but it was a subvention, 
freight subvention? 

MR. STOCKDILL: «A subvention in effect, yes. (Continues 
breif): 

The following summary provides data on the total amount 
of United States coal purchased by the Company for use in Que- 
bec and Ontario from 1935 to 1944, the ports of entry for this 
fuel, and the coal districts in the United States from which 
this supply was purchased: 

UsS+ Coal Purchased for Use in quebec and ontario 
A ea ee mer 932,000 LEO Sas 5 big eal ot yk oy O00 
BIO ise camels O92. O00 Lele sales aes ee. byo10,000 
LG OS lerensta\gheterebers an G4 O00 Lee sewed eaisie ale ky fe OOO 
dO OM gies eis eis 4 953,000 Uv Geh (6 gisatels sacs wisoOr sO 
LBOP ee wessae LyOSL,000 “1944 so eanae tees 2,440,000 

Coal from the United States used by the Company in the 
Quebec district is transported through two main traffic Bateways » 
It is brought in all-rail throughout the year via Deson and 
4dirondack Junctions to Farnham and Montreal, where it is dis-= 
tributed to stations in the central and castern areas of the 
district. Coal for the western area of the district in summer 
is brought in from Sodus Point and Oswego, N.Ye, by water across 
Lake Ontario to Prescott. During the winter season, when lake 
navigation is closed, the coal moves all-rail fron Ogdensburg, 
N.Y¥., to Prescott, for distribution. 

In the case of Central Ontario, coal from United States 
mines moves all-rail throughtout the year via the Windsor gate- 
way for the exclusive use of Company operations between Windsor 
and Chatham. Requiroments for the balance of the Central On- 
tario region are met during the navigation season by United 
States coal ferricd across Lake Erie to Port Burwell, and, dur- 
ing the winter season, by the United States coal purchased from 


commercial dealors' docks at Toronto and Port Burwell. 


sana 


gbunneted 


hast bl 7 { 
nt? j WT ay 


eit Repet oil eae gvhivom “gtanane’ 
aly Ro Wes ea a ete! eee bownythveane teas lll 
nd ae gil "Based Ble bh? ae OPTS we gia 3 

Ohi gh DEN cveeipnee Jae wa 


Ga 


shew tla ae qenie 
SARC N. 8 Geer, Bie, ie oe of RIES at 99 seh 


, § Va so 4 5 
ae By i : ; \ . ” oe pt | Yoga 2 tf 42 eb De, whet 
a, a a She : a bs 
eed i) cBSEn, i CL ane a ‘Be an & BERT, 
Vee ore 4 erate ers 
i eae 1g es, ae 4 « 
u ed 280.1 he 5 RR at ¢ . 


i aes ge Eee Oe ARG ae teen | 0% 
- Ag Ae. . rss re eg ped ' at ' a rest) : Fy! (4 7 ne 7 ray Y ce g ta 
i. 4 a ; ae nee EY in re . c be re : as i oe fee ‘ ou ine — ax. ” 7 


: 4 . ; = ek ae ; ni Savo 
i ee ce Taf ike, oP a OS comes eOGeG ak 
‘ow x . 
| ae sas 
ge eet cowie. BAG ce wins ye oe Sot 
i Y tae Da sa oa 
| 8 rigs ee, aR: Bae cele 
é Ea, tat tas ee i ‘is ; a oe Se aed a ues 
7 3 ai t is wy iv rs & 7 i. 
See mee a ee ee a ae Biers ae 
eet ¥ be eal. i ef as { : 
i 
. soe: Soke ore aii teed eg Ce See lar 
~ 4 . - a 4 a 
2 Ld P rs ‘a Fy, er 
eg “a Sratelie sey Ml P08. ant .u Knee es wéP see tan, 
tts (ae ak © +4 4 tte i f 
. 
per Sty). TV CO, OF ‘wkalt 


S >, » = 
Te ae a me 


a a - ] 


Hae, toe Mie sae OLY sey a eT eee cen ee ‘ieee yaa 


wim aude) al weil pede Sy te Se henleme Bee re 
af A 7 a) 
cali qubl! Miwa! ote: “— aia 


SH. AT Le eee 
ie _ 
PERO, VF EiSeeS Lice eRe” s ae Sabre Sew ear Aafeyare Opsiay 
1 fh A ory, j Pryeee: sag ae Ae a aye iy Ra Oe fi ¢ s ard eo nae: Sed! 


shade) fod, aueks Tatler ees: et) 


299 «! Ley aon : 50a, stave Me ae a aa ane fe 4 


a ives 


We ~4551- C. H. Stockdill 


The Company's lines in Northern Ontario are supplied with 
United States coal moving by water from various docks on Lake 
rie to Little Current and Britt on Georgian Bay. Prior to the 
war there was a considerable quantity of United States coal 
shipped yearly by water to the Company's coal dock at Jack Fish 
on Lake Superior, east of Fort William, also for use in Northern 
Ontario. This movement was discontinued in 1940 due to the 
Company utilizing western coal as far east as White River, @ 
programme which continued until 1942, Since that time, on oxders 
of the Coal Controller at Ottawa, United States coal has been 
supplied owing to coal from Western Canada not being available. 

BY MR. FRAWLEY: hat is your own dock at Port Burwell, 
is it not? 

MR. STOCKDILL: It is not a dock; it is just a transfer 
point of the ferry coming across, transferring from Ashtabula 
at Port Burwell. (Continues brief): 

The areas from which United States coal is secured also 
vary widely, the principal sources of supply being from Nos. 3 
and 6 districts of Northern West Virginia, Nos. 1 and 2 dis~ 
tricts of Pennsylvania and No. 4 district of ohio. The only 
exceptions to these normal supply sources have been the acquisi- 
tion of United States coal during war years from Nos. 9 and 10 
districts of West Kentucky and Southern Illinois. 

The Company, in its purchase of United States coal, buys 
through a number of Canadian distributors in Montreal and Toron- 
to. The suitability of the coal, and the nature of the supply 
routes, are important factors as the Company's coal from the 
United States comes from approximately fifty mines located over 
a wide areae The coal is purchased F,0.B. mine and the final 
laid-down price in Canada includes water and/or Palin Leroi rice 
charges, exchange, and duty. Contracts are based on a yearly 
basis and monthly orders are given to each distributor for ton- 
nage to mect current requirements. In normal times the Company's 


purchase of United States coal is confined entirely to prepared 
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sizes in contrast to mine run coal supplied in Canada. 

Coal crom Nova Scotia has been used by the Company at 
Quebec, Three Rivers, and Montreal and this was received by 
water from Sydney. The use of Western coal in the northern 
region of Ontario as a result of subvention assistance neces- 
sitated hauling this coal from Michel, British Columbia, to White 
River, Ontario, a distance of 1,541 miles, thus making/it one of 
the longest coal hauls on the continent. 


Coal Purchased in Canada for Use in Ontario and Quebec, 
1935 = SAS 
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During the 25-year period 1920-1944 the Company purchased 
40,460,000 tons of United States coal for use on its lines ex~ 
tending east of Fort William (Appendim B). In these same years 
a total of 4,484,000 tons of Canadian coal was also purchased 
for use in this region (Appendix A). 

While the mileage of routes operated by the Company in 
Quebec and Ontario is somewhat smaller than for a comparable 
physical area served in the western provinces, the density of 
traffic, and the frequency of train services in heavily populated 
and industrialized central Canada, are the controlling factors 
in the relatively heavy per mile consumption of coal in this 
region. 

COAL CONSUMED IN NEW BRUNSWICK AND NOVA SCOTIA: 

Over a long period of years a considerable tonnage of 
Nova Scotia coal has been purchased, as well as a fairly sub- 
stantial quantity from the Minto field in New Brunswick, for use 
on the Company's lines in New Brunswick and Nova Scotia. 

The general practice has been to use coal mined at Sydney, 
Cape Breton, for main line operations in New Brunswick between 


Saint John and McAdam, and, in normal times, this fuel moved by 


a 
) 
vy 
5 
o, 
aur 
cae 


SRG I Te Weat Se 


a ae ar 7 ‘ 
Te oe TT COM 


¢ a ry 
AL oh *" "1 
i Stee iat oe 
i : 


ee 2 
ts a 3 
= i 
} 
et 
i] a = 
» 
"7 ‘ 
4 
ah 
as >. 
6 J 
i ’ 
, 
4 
ee 
ne) 
ti 
Olu .) 
. 
*, dis 


wi p rig 
- 


' 
: 
7. 
. 
3 


cory 


i eeynes ede ue "aaa goad adit 
: 2 QevEESES Bin wide ¢ 
nag at 


— 


nil oak 
Hho LRT nt? pars 


7 oe : 


airol: 


‘ toate b 


in +5 


a0 = @A 


J A i py . 
Loe iG : 
n= 
) j is 
i 11-37 
t tied r%, 
q+ a. ’ 


¢- ve 


Fa | “aey +o “i 


foot & > 


ie | 


ee 


* ? 


tee | 
* ps To nO l 
Pf BY iy 4 most Lao x a 


ii as heal uF dul 


+P eevee. Ge 


"Hee eee# vEGL 


"ot 


baA0N hax 


(havewe 
yrurenwe nr *. 
geek 


‘orane? 


: ++ 


{LAE 740 ak iustl 
| 5 2no% O00 Gas,a8 
pes L “nz JO gases gu thae 
ho au ,a0h,2 to ister eg’ > 
MA) whtept vids Ae Bee tot. 
s.ER cle 7 
bs I his oadenp 
leoleq¢ 
(on esp ott, hse olttert A 
‘ " : b issavhat Bas 
; sion add ai 
oleae 
i OR RMORE yen, we eeoReNDS NON 
sa Dos moOlL. 5 Tey" 
ae 
patho ts i £8bo, Ateood avoyt ; 
oth GRU 8 pout Veitanop ranoruitp, 
would wet ad aonil a t'vcsqmted edt my 
Seas Gah egfigiar Letecmon aff - 


rotenh at60 
mich ¢ ane 


Sart ancy = 


We ~4535- C. B. Stockdill 


eer a 


While Nova Scotia coal was at one time consumed entirely 
on the main line from Saint John to Montreal, it was later found 
more advantageous, from both the price and supply standpoint, 
to use United States coal westerly from McAdam on the portion of 
the line running through ithe State of Maine to Montreal. 

The change to United States coal on this route was made 
after World War I when there existed a relatively long period 
when it was impossible to secure Nova Scotia coal in this terri- 
tory because of lack of supply. The Company was therefore 
forced to adapt its supply and operating technique to the United 
States product and it has proved satisfactory. However, even 
under the present conditions, engines rnning westbound out of 


McAdam are using Canadian coal as far west as Brownville, Me. 
Goal mined at Springhill, Nova Scotia, is used entirely 

on the Dominion «atlantic Railway, a Canadian Pacific subsidiary, 

from Halifax to Yarmouth and from Truro to Windsor, as well as 


in stationary boiler plants. 


Coal Purchased for Use in Nova Scotia and New Brunswick 
1955-1944 
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Coal mined at Minto is used exclusively on the Company's 
branch lines in New Brunswick, but, due to its relatively Low 
B.7,U. value, and high ash content, it has been found impossible 
60 use it in main line heavy traffic operations. While the 
Company appreciates the operating difficulties at Minto, it is 
suggested that cleaner preparation and sizing of the coal, 
together with more orderly deliverics, would materially assist 


the Company in a better utilization of this product.» 
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Coal Purchased for Use in New Brunswick, 1945-1944 


year Tons Yeer Tons 
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The consumption of coal mined in New Brunswick and Nove 
scotia is limited by the mileage of the Company's routes in this 
region which approximates twenty-five per cent of the total rail 
mileage in the Maritime Provinces, and the relatively light 
traffic density on branch lines operated by the Company in New 
Brunswick. 

STATIONARY BOILER PLANT OP#Ral IONS: 

The general policy of substituting Western coal for im-~ 
ported fuel for locomotive purposes has been followed in the 
ease of the Company's coal for stationary boiler plants on its 
Western lines. In fact, in this particular regard, the Company 
has long been recognized as a pioneer in the development of 
burning equipment providing for the utilization of screenings or 
residue from commercial coalsizes, types of coal which formerly 
found no market. 

In 1921 the Company's stationary boiler plants on its 
Western lines, with few exceptions, consumed bituminous coal 
from United States and Western Canadian mines, with relatively 
high costse In that year there was inaugurated a policy de~ 
signed to reduce costs and assist the lignite industry, which 
was also entitled to the Company's sympathetic consideration, 
in finding a market for its product. This scheme consisted of 
zoning the Western Lines territory with the objective of con~ 
suming lignite coal within economical haulihg distances from the 
various local mines. 

ag a result of this policy all of the Company's station~ 
ary heating plants from Kenora to Regina were progressively 
altered both as to design and burning equipment for the use of 
Saskatchewan lignite. From Moose Jaw to Calgary the plants were 
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from the Drumheller, Lethbridge, and Medicine Hat fields. Plants 
on the northern line, comprising Bdmonton and as far east as 
Saskatoon, were supplied from the Hdmonton field. 

The development of this programme was largely based on 
the availability of suitable hurning equipment and the results 
of research with regard to various kinds of coal. The Company 
has for many years been closely associated with experimental 
and development work on plant design and combustion equipment 
leading to the present successful utilization of low rank coal. 
It can now be stated that the Company is in @ position to 
utilize in its stationary plants on Western Lines practically 
any type of fucl containing a reasonable percentage of combustible 
matter. 

MR. STOCKDILL: I might interject there, Mr. Chairman, 
that as a result of the experiments, and the success that we had 
in that respect, many of the industrial plants have been follow- 
ing the same policy, so that it has been a very beneficial thing 
to the lignite mines in the West. (Continues brief): 

Since 1921 the Company, as a result of the development of 
this policy, has been able to quadruple its use of lignite coal. 
In 1921 the Company burned 33,363 tons of lignite coal compared 
with 141,765 tons in 1944 (Appendix 0). Over the same period 
there was an approximate corresponding decline in the amount of 
United States and Western Canadian bituminous coal used in 
stationary plants. Coal of this type decreased from 187,007 
tons in 1921 to 42,301 tons in 1944, This general substitution 
of local lignite fuels for bituminous coal has qe es materially 
in developing a profitable market for this type soy eaneaten fuel. 
COAL PURCHASING POLICY: 

For years the Company has purchased from 65 to 80% of the 
total output of the bituminous mines in the Crow's Nest Pass 
and Canmore areas to meet its requirements on its Western Lines 


(Appendix D). 
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The general policy of the Company has been to make its 
coal contracts with a view to providing for an cquitable amount 
of production and employment in the various mines producing the 
Company's requirements. This has resulted in the Company peying 
higher prices for its coal than would have been the case had the 
contracts been awarded on a strictly competitive basis. If, on 
the other hand, the Company had followed the policy of making 
contracts solely on a basis of the lowest prices quoted, cer- 
tain mines would have been forced out of production, and com- 
munities dependent mpon them would have disappeared. 

The policy of the Company involves the preparation of 
an estimate of annual requirements based on the previous year's 
consumption and an allowance for changing traffic conditions. 
“*s completion of the yearly cstimate, the figures are supplied 
to the Western bituminous coal operators, who then tender on 
whatever portion of the total tonnage they are desirous of 
Supplying. When all tenders are received, relevant facts are 
studied and contracts are awarded. 

The Company's entire coal requirements are purchased on 
the open market as it has no stock or other ownership in any 
bituminous coal mine in Canada or the United States. The Com~ 
pany has an interest in Lethbridge Collicries but the production 
of sub-bituminous coal from this mine is in no way related to 
the market for steam railway coal. 

The variation in the volume of the Company's traffic makes 

it impossible to congider purchasing coal on a fixed annual 
tonnage basis. In Western Canada, because of the primary im- 
portance of wheat production, traffic handled naturally shows 
wide variations due to fluctuations in crop yields and the 
percentage of the total crop moving into the export market. 

It is elear that the Company cannot afford to buy more 
Coal than it can burn in its operations. However, the Company 
has regularized its coal purchases to the point where estimated 


imnimum total requirements are now alloticd weckly in relation 
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to traffic movements and storage facilities. This policy of 
uniform weckly shipments is designed with a view to assisting 


the mines: to maintain regular employment schedules. 


COsL ECONOMIES: 

In outlining ' the history of the Company's coal purch ses 
over an extended period, it is evident that, while mining opera- 
tions and coal preparation have progressively improved, the 
Company has likewise been keeping pace by-introducing new mechani- 
cal devices and burning equipment. «as a result of this trend 
there has been a steady reduction in the consumption of coal 
as measured in terms of work performed. 


Pounds of Fuel per 1,000 sctual Gross Tons Handled one Mile 


Freight Passenger 
Year Tral ns Trains 
1920 148 2048 
1925 120 200 
1930 113 eae 
1935 109 185 
1940 a 181 
1944 105 182 


The foregoing shows that between 1920 and 1944 there has 
been a steady decline in pounds of coal used to haul 1,000 gross 
tons one mile in both freight and passenger train operations 
(appendix E). This condition has been due largely to improved 
locomotive design, the installation of other modern railway 
appliances, and to ea better prepared coal. 

The trend was reversed slightly in 1942-44 because of 
abnormal wartime operating and traffic conditions, unusually 
severe winter weather conditions in 1943-44, and the wartime 
necessity of burning a certain volume of coal below the estab 
lished Company standard. 

However, with the return of normal Gondi tions; ivi as 
anticipated that the long-term trend of fuel savings will be re- 
established and improved, particularly as the Company mist Gon= 
stantly economize in fuel consumption in order to offset in- 
creased fuel costs. Naturally fuel economy reduces the tonnage 


of coal consumed but the Company is constantly improving its 
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operating efficiency in this respect in order to reduce costs 


and to meet competitive transport conditions. 


FUEL OIL ConsuupTLON: 

The Company introduced the use of fuel oil in its loco- 
motives in 1912 because of an amendment to the Railway act which 
stated that all fires occurring within a spesified distance of 
the right-of-way would be the responsibility of the railway. as 
aresult of this ruling, and the heavy financial responsibility 
which might have to be assumed by the Company, it was decided to 
convert its motive power in the mountain and forest areas to oil. 

Oil is used exclusively on the main line between Field 
and Kamloops and also on secondary lines such as the Lake 
Windermere subdivision and on the Company's subsidiary, the 
Esquimalt and Nanaimo Railway, on Vancouver Island. Oil is 
consumed to a limited extent along with coal, between Calgary 
and Field and Kamloops and Vancouver on the main line, and 
likewise both oil and coal are burned on the Kettle Valley line 
between Vancouver and Penticton. (See map in Appendix F). 

While particular emphasis has been directed to the use 
of oil by the railways in the mountain and forest areas, the 
consumption of ail by the rail carriers is considerably less 
than the oil used for industrial and dom stic purposes and this 
market for it is expanding. The sources of the Company's oil 
supply have undergone considerable change with the development 
of refineries at Calgary, Moose Jaw, and Regina and the entire 
supply for the main line as far west as Revelstoke presently 
comes from these Canadian plants in place of the oil formerly 
imported. It therefore seems reasonable to assume that if the 
railways did not purchase this oil from Canadian refineries it 
would be sold to other consumers and the same guantity of coal 
would be displaced. 

Controversies regarding the use of oil by the railways 
in British Golumbia have continued over a long period. 4 
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number of investigations have been held ana evidenee has proved 
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that the railways can operate more efficiently and safely with 
oil in the mountain and forest regions. The Canadian railways 
are not alone in their use of oil in Operations in such areas 
as all United States railrosds Operating through the mountains 
to the Pacific Coast use fuel oil or electric power. 

While the Company is using oil-burning locomotives in 
limited areas for the reasons mentioned, it should be made clear 
that the Canadian Pacific, along with major United States roads 
serving coal producing areas, is Yollowing a developmental 
policy of improving the design and efficiency of coal-burning 
locomotives. While there is a general trend toward diesel power 
in road service on many United States roads, especially on 
lines operating west of Chicago, this Company at present has 
no plans for adopting that type of equipment in such service. 
Meanwhile the Company is fully informed of the revolutionary 
changes taking place in the construction and operation of coel- 
burning locomotives, such as the steam=turbine and turbdo~- 
electric, and it will adapt further improvements wherever 


possible to its existing type of motive power. 


Bituminous coal mining and railway transportation in Can- 
ada are inseparably connected end this reciprocal relationship, 
to a certain extent unique in Canadian industry, is due to the 
following considerations: 

First, the historical development of mines adjacent to 
railway lines which has resulted in these communities being 
largely dependent on railway operations and coal consumption 
for their existence. 

Second, the railways constitute the nation's largest con- 
sumers of coal, and particularly is this the case in alberta 
where the railways purchase approximately 75% of the entire 
output of the steam coal mines of that province. 

Third, coal is one of the major factors in railway opera~ 
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& value basis, purchased annually by the carriers. 

During the five-year period 1939-43 the railways consumed 
39% of total bituminous coal mined in Canada. The predominant 
position held by the railways in the coal market is shown by 
the fact that in these same years the pulp and paper industry, 
the next most important as e coal purchaser to the railways, 
consumed annually about 19, of Canadian and imported bituminous 
coal. Likewise all manufacturing industries'in Canada burned 
approximately 25% of the total coal available in thaése years, 
& percentage somewhat below that for the railways alone. 


Consumption of Canadian and United States Coal by Canadian 
Railways * 


Canadian Coal United States Coal Total Railway 


Used by Railways Used by Coal 
Year ‘ Railways Consumption 
Tons Tons Tons 

1943 4,438 ,000 8,205,000 12,993,000 
1942 4,985,000 o,945,000 10,928 ,000 
toa. G0. 000 4,658,000 9,945,000 
1940 4,944,000 3,022,000 8,260,000 
1939 4,471,000 _ 2,546,000 7,017,000 

Total 24,023,000 24,726,000 48,749,000 


x Transportation and Public Utilities Branch, Dominion Bureau 
of Statistics 


The direct effect of traffic fluctuations on the con= 
sumption of coal by the railways is also evident. [In 1933, at 
the depth of the depression, the Canadian railways consumed 
approximately 5,500,000 tons of coal. In 1945, at the near peak 
of record war traffic, the carriers burned approximately 
13,000,000 tons, 

The statistics provided indicate clearly the overwhelming 
importance of the railways as consumers of coal. admittedly 
substantial imports of United States coal for railway purposes 
were made under instructions of the Coal Controller at Ottawa 

‘to meet wartime emergency supply conditions from 1942 onward, 


However, the elimination in peacetime, either whole or in part, 
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of the present excess in the supply of United States coal over 
the normal level of imports, should result in Canadats coal 
mines again becoming the major suppliers of coal to the Canadigm 
railways. 

Coal is one of the important classes of bulk freight 
hauled by the railweys. While it constitutes a large movement 
on the basis of tonnage, it is considerably less important in 
terms of revenue as the heaviest traffic comprises United States 
coal moving relatively short distances from lake and river poirts 
into Ontario and auebec. Also, in the case of coal traffic in 
Western Canada, the greater portion consists of coal purchased 
by the railways for their own use moving on a non-revenue basis. 

For example, in the five~year period, 1939-43, grain 
and grain products accounted for 36% of the Company's total 
revenue ton miles while in the same years bituminous coal 
amounted to only 7%. This fact is important because it has 
been indicated in certain briefs filed with the Commission 
that coal, particuarly in the Western provinces, is equally 
important with grain as a revenue producer for the railways. 

The statistics following show the relative position of 
bituminous coal and grain traffic moved by the Canadian Pacifie 
Railway on a revenue ton mile basis for 1939-43, 

Canadian Pacific Railway Company 


Revenue Ton Miles (000's) 


Grain and Bituminous 
year Grain Products Coal 
1943 S58Ob O92: dy JOB, O17 
1942 6,828,724 1,695,215 
1941 S198 ye 1,355,435 
1940 Dpto sole 1y05057%66 
1939 6 L2G .o9e 939 ,804 


Coal is one of the largest items of operating expense 
on the nation's railways. Not only does the total annual coal 
bill amount to a large figure but even minor variations in cost 


per ton Mve a direct effect on railway operating expenses 
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because of the volume of coal purchased. Under these condi-~ 
tions careful consideration must be given to the quality and 
price factors involved in the purchase of this important pro- 
duct in order to maintain railway operating expenses on as 
economical a level as possible. 


Cost of Fuel Consumed by Locomotives 


on Canada's Railways x 
Yoor Gost 
TAS. |otexs\aiclessiedeis eles sib\aveisieshess OU; Oey Lae 
LHe desinieals sisi ease sepeuies 047605. 000 
Dev d eiiaiale isis ares Sire Ginseweaee ey OOS LOU 
AU et the oi ied Malian Waleieae. Oty 99 Cy Cd 
I 7 Mee lelerae Gee seve ees) OU yRIO UDG 
x Transportation and Public Utilities Branch, Dominion RBureeu 
of Statistics 
CONCLUSION: 

The ability of the Company in the postwar period to con- 
sume heavy annual coal tonnage is related, in a large measure, ~ 
to general traffic and business conditions. It is clear that a 
period of economic prosperity within Canada, and an expanding 
export trade abroad, will produce considerable railway traffic. 

at the same time, due to substantial wartime increases in 
railway wages and materiel costs, at a period when rail rates 
have remained frozen, the carriers will be faced with the 
necessity of taking corrective measures, as present haavy 
traffic subsides, if they are to maintain existing wage scales 
and to pay present prices for materials. While railway rates 
have remained steaiionary during the war years, unit labour costs 
have increased 25%, steel rails 23%, cross ties 90%, and the 
price of coal 35%. It is calculated that these increases added 
approximately »~45,000,000 to the Company's operating expenses 
in 1944, 

4 covrection of this situation is necessary if the rail- 
way industry is to play its full part in general postwar rehabili~ 


tation. It is likewise clear, because of the close relationship 
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neeeeen the carriers and the bituminous coal mines in Canada, 
that profitable railway operations will provide more satisfac- 
tory conditions for the marketing of the maximum tonnage of 
Canadian railway coal. 

While admitting the difficultics inherent in the wider 
marketing of coal mined in Canada, the Company nevertheless will 
continue to promote the widest possible use of Canadian coal in 
its operations. This policy is based on the belief that the 
Canadian Facific, as a national institution, should render every 
assistanee consistently possible to the maximum development of 
the Canadian economy eas a whole, of which the coal industry is 
a vital part. In support of this policy the Company has pur 
chased a total of 40,000,000 tons of Canadian coal during 1920- 
1944, 

ut the same time, however, the Company does not consider 
that it is the responsibility of a private corporation to assume 
the finanelal burden of utilizing this product in regions where 
the natural law of supply ahd demand makes its consumption 
both costly and uneconomic in compe tition with imported coal. 

Should the Government enact provisions which would enable 
the Company to utilize more Canadian coal in certain areas of 
Ontario and \uebee without involving increased cost, or de- 
creased quality, as compared with imported coal, it would Go~ 
operate fully in the furtherance of such e policy. 

The Canadian Pacific Railway appreciates the problems of 
Canada's coal economy especially in relation to marketing. In 
this connection it fully realizes the important place which the 
Company's coal purchases have in designing a programme to im-~ 
prove and stabilize the industry. The Company will, therefore, 
make every reasonable effort to play its full part in support- 
ing policics recommended for the development of a sound Cana- 


dian coal industry. 
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Purchases of Canadian Coal, 1920-1944 | 


Eastern Linest Western Lines® 
Year (Tons ) (Tons) 
1920 115,000 1,447,031 
1921 124,000 1,015,419 
1942 136,000 942,457 xx 
1923 175,000 Ly teoscou 
1924 254,000 892,716 x 
1925 90,000 Dig bg 
1926 112,000 13108997 
Lo27 LALO , 900 1,649,835 
1928 Bal O00 1,961,227 
1929 115,000 1,854,590 
1930 100,000 1,651,558 
Wereak 64,000 Lod2ogt oe 
1932 175,000 # 972,497 
1933 252,000 912,850 
1934 219,000 Mi bd tg eo 
1935 224,000 1,205,562 
19356 273,000 A RRA Bh ery © 
1037 233,000 Lye OD got 
1938 250,000 Lyle tep 
1939 268 ,000 1,576,643 
1940 207,000 Bebe ose C0) 
1941 250,000 2,179,949 
1942 £92,000 2,005,952 
1943 180,000 1,445,584 
1944 160,000 1,296,126 

Totel 4,484,000 $5,472,891 
x 6 months! strike # Fuel for D.u.R. pur- 
xx 3 months! strike chased separately 


1920-32 and not included 
in Rastern Lines total. 


1 Lines east of Port urthur 
2 Lines west of Port urthur 
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Purchases of United States Coal, 1920-44 
ocean ES VORL, LIalead 


Total 


Hastern Lines 


Tons 
1,524,000 
1,758,000 
1,519,000 
1,422,000 
1,800,000 
1,538,000 
1,808,000 
1,673,000 
1,586,000 
1,560,000 
1,494,000 
1,205,000 

792,000 

885,000 
1,035,000 

932,000 
1,094,000 
1,064,000 

953,000 
1,031,000 
1,179,000 
1,810,000 
1,785,000 


1,567,000 


G,420,000 


35,460,000 


Western Lines 


Tons 
813,000 
560,000 
9 25,000 
576,000 
822,000 
251,000 
240,000 
252,000 
292,000 
283,03 
106,083 
152,225 
104,448 

94,405 
115,442 

70,389 

81,728 
87,235 


200,259 


1,049,816 


8,207,296 
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Comparison of Bituminous and Lignite Goal used 
in Stationary Boiler Plants, Western Lines, 1921-44 


Year 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 


Bituminous 


Tons 
Wes Eq elonys 
166,433 
143,614 
104,654 

75,947 
71,743 


49,843 
40,735 
29,0600 
29,806 
22,183 
Bey o'G 
22,079 
20,141 
17,065 
22,022 
29,538 
65,910 
42,301 


Lignite 


Tons 


33,363 
55,107 
71,509 

112,833 

140,695 

148,002 

172,859 

177,605 

175,601 

181,892 

139,371 

143,720 

150 ,432 

149,230 

157,933 

165,245 

166,066 

157,687 

161,796 

164,684 

158 ,954 

157,357 

127,935 


141,865 


Total 


Tons 


220,370 
221,540 
215,123 
al7,487 
216,642 
O19 ,745 
£52,178 
252,829 
209,107 
eae ,856 
LELZTOO 
193,563 
Aa RS Bite 
L785 790 
187,759 
187,428 
188,042 
180,062 
LOD OL 
181,749 
LOOSE 76 
186,695 
193,845 


184,166 


Average 
Cost 


Dex TOR 


85.67 
4,91 
"4.15 
3.26 
2.53 
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average Tons of Company Coal and CGommerei 
from Mines in Crow's Nest Pass and Canmor 
a a in Occ ecgcie 


Year 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 


Company 
Coal 
(Tons ) 

1,505,862 

1,049,005 
964,560 

1,765,292 
896,086 

Lol, poo 

yr lt ,a0S 

1,663,912 

1261 oa. 

1,106,227 

DOO Ly OS 

1,113,194 
972,497 
Jie, oo0 

Ley, Leo 

1,205,562 


1 geo. O11 
1,239,701 
1,187,667 
1,376,643 
1,693,702 
2,179,549 
2,003,933 
1,445,584 
1,896,123 


~45047— 


Commercial 
Coal 
(Tons) 
901,329 
085 ,443 


404,041 


349 , 786 
506,426 
562,527 
554,486 
502,606 
493,645 
525,875 
387 ,228 
443,768 
526,254 
526,139 
600,752 
603,531 
579,627 
634,941 
748,981 
1,002,353 


1,602,572 
1,157,158 


Dota 
2,407,196 
1,632,448 
1,368,601 
2,162,506 
1,133,126 
1,727,339 
24217 529 
2,226,439 
2,536,007 
2,258,733 
1,875,203 
1,639,069 
1,359,725 
1,356,618 
1,643,380 
UUs ieosen 
1,819,763 
1,843,232 
1,767,294 
2,011,584 
2,442,683 
3,181,902 
3,346,390 
3,047,956 


3,053,281 


C. z. 


Stockdill 


al Coal Shipped 
6 wreas, 1920-1944 


fp fp 
Company Commercial 
62.6 37 64 
64,4 £06 
70,5 29.5 
51.6 18.4 
12a. £0 ,.9 
79.8 20.2 
17.6 Baek 
14.7 25.9 
(Ose 21.8 
118 Le08 
73.0 27.0 
68.9 SLL 
71.5 28.5 
67.35 S207 
68.0 320 
69.6 00.4 
67,0 3040 
67.28 528 
07.2 5228 
68.4 51.6 
69.3 50.7 
68.5 31.5 
09.9 40.1 
47.4 0226 
62y O's 
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Canadian Pacific Railway Company 
Pounds of Fuel por 1,000 actual Gross Ton Miles 
1920 = 1944 


ae 


Freight Passenger 
rear Trains Trains 
1920 148 : abe 
Led 135 247 
1922 133 258 
1923 130 229 
1924 129 228 
1925 120 B25 
1926 Lad, 216 
Lara | 120 L94 
1928 116 182 
1929 118 | 183 
1930 AAG L79 
L9SL 114 179 
1952 114 183 
1933 lla 137 
1934 L1d 186 
1935 109 185 
1936 LO8 Loy 
1957 106 185 
1938 102 182 
1939 99 — 
1940 97 fe 
1941 98 179 
1942 100 176 
1943 106 185 
1944 105 182 


MR. STOCKDILL sworn by the Chairman as to facts, opinions 


to be founded on a proper basis, 
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EXuMINED By Mr. Frawley. 

Q On page 5 you call attention to the fact that there still 
remains a high percentage of fines in locomotive coal. you 
are referring to Canadian purchases, I think? 

& Yes. 

Q In aword, what.is locomotive coal? 4s to Size, I mean. 

“what do you buy to burn in your leone wees 

4 I think I will ask Mr. Enman, who is our general fuel agent 
at Winnipeg, to reply. 

MR. ENMAN: We buy bituminous coal known as mine run in the 
Western mines. Of course the percentage of fines is rather 
high. The mine run coal is not as suitable for locomotive 
use as the prepared sizes, 

Q Can you not buy prevared sizes, speaking of the western 
bituminous mines? Do you have to buy mine run? 

4& Yes. The percentage of fines is so high there would not 
be sufficient screened coal available, I don't think, and 
the question of market for fines comes in. The quality of 
the fine coal, that is the heat value, is just as great as 
the lump, but the loss is in the stacks. 

Q If you had your own way about it entirely you would buy 
sereened sizes for your locomotives? 

i£Z If they were available. 

Q And if there were no other operator's problem you would buy 
screened sizes? 

A That is what we would like. The smaller sizes would not he 
so objectionable, 

Q@ You would be able to utilize them better? 

fot Gain BOs 

Q@ But at the moment you find that mine run is not any too 
efficient because of the escape trhough the stack? 

& YeSs-~ 

Q It is not-only lack of preparation plants? What is the 
situation of the Western bituminous mines as to labour, the 


people who sell you Western screened sizes? 
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Well, at a time I suppose when the mine is fully menned 
they could screen out, I suppose, all the euarter-inch, but 
right now they are limited as to labour supply, we practi~ 
cally have to take cverything we can get. 

I just want to be clear, if you insisted on it, if you haa 
no regard to the operators! need for disposing of those 
fines, could you buy your supply at the present time? 

Well, if we insisted on a size all above ea quarter of an 
inch the operators might find it difficult to find a mrket 
for the percentage of quarter fines that they would have to 
sereen out. 


and your purchasing policy takes into account the fact that 


~” 


the operator would have a problem in disposing of those 
tines? 

That's right. 

But if that were not there, I am speaking of the physical 
set-up, they have enough preparation plants and screening 
plents to supply you with whatever coal you need? 


Maybe in normal times. 


BY COMMISSIONER MecLaURIN: At all events you would have to 


pay more for the coal you got? 
Oh VYeSe 
There is a price consideration in the fact that you take 


the mine run? 


BY MR. FRAWLEY: So you have to balance that with your stack 


loss? 

vos. 

Mr. Stockdill, on page 7-=-perhaps it is something the same-- 
you say thet "In normal times the Company's purchase of 
United States coal is confined entirely to prepared sizes 

in nat to mine run coal supplied in Canada." Now I 
think that is e rather significant statement. It just 


bears out what Mr. Enman is saying, I suppose? 


tare 


ee 


6 


4 


cs i~m® INMPAAA "y q 
oe 4 h fasta .. 
el thle oan HTN wa. 


ee .] ty pl ; 7 


- ‘ { ja2¥ a0. -~ 


~ — ~” A 
&f. 3 gq, e% or. S 
+ = o 
Tea 62201 ,.@8e 
Js ; 
- 7 P * 
a. SEB Dt 
: ; = © be te hare? key ' 
i] 
pigol © 


aie ont oo , fists a S| 
i .< 8 : ah f* s0Y, - 


se ot lace pecste Rapid = 


: Siqgen Lace gay epke 2° (eectrerd. ca 2°" 
ca Liciies Semheaa wi fall? Eat 


34 bene ott Ute feet aod 


a ee | 


We =455]~ C.. ts Steckds.1) 


MR. STOCKDILL: Yes. wpparently the american mines have a ner- 
ket for their fine coal which mekes it possible for us to 


buy the typo of coal we prefer. 


= 


» =nd I suppose, following up Justice MeLaurin's remark, that 
is also reflected in the price for the american coal? 

« There is a slight increase for the screcned coal. 

MR. HENMAN: Very slight; 15 cents. It just depends on what 
district you get the coal from. 

BY MR. FRAWLEY: und does it more than compensate you? po 
you think it is preferable at a little increased price than 
the mine run and consequent stack loss? 

& 165, 10 is. 

@ Now you say on page 8, Mr. Stockdill, thatit was impossible 
to secure Nova Scotia coal in that eastern territory be~ 
cause of lack of supply. "The change to United Statcs coal 
on this route was made after World War I when there existed 
& kelatively long period when it was impossible to secure 
Nova Scotia coal in this territory because of lack of supply." 
Would you mind just elaborating a little bit on that? 

MR. STOCKDILL: 

& We put that in thet way so as not to be too specific. asa 
matter of Bae my understanding is the mines were on strike. 

BY THE CHulRMuiN: There was another reago also, was there not, 
that their ships, their transportation facilities by water 
from Sydney to Montreal, were all commandeered and it took 
them a long time to re-establish that route on the basis 
that it had been previously? 

MR. FOLEY: That's right. 

MR, STOCKDILL: I am not sufficiently familiar. 

BY MR. FRAWLEY: Mr. Foley, you said some of it was going to 
the other side? 

MR. FOLEY: «at one time it was being sent to Hurope. That was 

before this time, the time you are speaking of. That was 


on account of shortage of bottoms to bring the coal into 


Montreal. 
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BY MR. FRaWLEY: "The Company therefore was forced to adapt 


dae 


its supply and operating technique to the United States pro- 
duct." Was that as a result of this situation there was a 
definite displacement of Nova Scotia coal Which might not 
otherwise have taken place? 


That is correct, 


(Page 4554 follows) 


ee 
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ne alt 


S. -4554~ C. HE. Stockdill 

4. Can you just say how much, or how important that was in towns 
or in regions, supply revions? 

BY MR. #OLEY - It displaced coal from McAdam, east to west. 

¢. West then? 

A, Yes, west, and also between Montreal and webec. 

.» What you are saying is that those displacements resulted in 
United States coal being used from McAdam to Montreal and from 


Montreal to webec, and has remained that way ever since? 
BY MR. STOCKDILL 
a 


A. No, I won Say ever since. It went back again between Montreal 


and Three Rivers, but not between McAdam and Montreal. 
~- That has always remained on United States coal? 

A. Since that time. 

% And I suppose it is reasonable to say that but for this loss 
of ships at that timc, that the market might still have been 
enjoyed by Nova Scotia coal? 

&. it might heve. 

ts Do you know whether it would have to come under government 
assistance, or could it come under its own power as far as Montreal, 
railway coal? 

4. The difference in the size of the coal has a lot to do with 
that. We were getting prepared coal from the United states, whereas 
we were gotting mine-run from Nova Scotia. We found it therefore 
more economical. 

Y. is that quite important? 

A. Yes: even with subventions we were paying a higher price for 
their coal. . 

Q. For the United Statcs? 

4, No, for Canadian coal, duo to the difforence between mine-run 
and screened coal. | 
4. Iam trying to get st tho reasms for the displacement of Nova 
Scotia coal and whether thore might be any reverting to it. But 
you say that the fact that you are getting propared sizes from 

the United states, would that be enough to warrant you in keeping 


to the United States coal even though the Nova Scotia supply might 
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be rectificd? 

». If tho supply is reotificd,and the cost and difference in 
quality has to come into it before we make a change. 

4» If cost was equalized by government subvention, that would 
leave quality? 

4, That is a matter for our management to say. 

BY THE CHaIRMsN - Don't you think too that the fact that the Nova 
Scotia mines were not preparing, you think properly preparing coal, 
added to the difficulties of doing business with the Nova Scotia 
industry? I think that is what you said? 

4. I wuld not say it was not properly prepared. 

4 Prepared as you needed it, as you required it? 

a. Yes. 

EXM. OF MR. STOCKDILL BY MR. FRAWLEY (continued) 

%. Coal for your requiremonts? 

ie «16S. 

4 You get a better product for your requirements from the 
american mines than from the Nova Scotia mines? 

4. Yes, in size and preparation. 

©. So there is more than one reason for the loss of that tonnage 
to the Nova scotia mines? 

4, Hxactly. 

ee «Now Mr. Stockdill would you mind claborating on what you say 
abcut your purchasing policy at the top of page 10. It left mea 
little bit cmfused. You say that you have made your purchases 
"with a view to providing for an cquitable amount of production and 
employment in the various mines producing the Company's requirements. 
You mean that you like to m read the business? 

+. H#or many yoars we did sproad on a pro rata basis. In other 
words, thorc were so many minos, and if one company had tw minos 

it represonted two units, and for a great many years we actually 
divided our coal purchases out thcre on a pro rata basis, 

4. Even though that resulted in your paying somewhat higher 


prices for the coal? 
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oe -4556-— GC. &. otoekdill 
4, Yes, and in connection with that I might quote from a statonont 
which I mado to the McGillivray Coal Commission at Calgary in LISS 
which will givo you-an idea of what the policy cost us. Eetoid 
them that we had been endeavoring for some years to get our 
purchases onto a strictly competitive basis. We were not able to 
do that, and in 1926 we called for tenders on the basis of a 
competitive bid. “Ve received those bids and after analyzing thon 
it was the view of our General Fuel agont and myself at that tine 
that we should place the contracts on a partially competitive basis, 
not completely, because if we did some mines would be out of 
business, so we recommended to our Executive a distribution which 
would have saved tho Company $195,000 on the purchases during that 
period. The Executive, by reason of their consideration of the 
Coal Companies, and of the mon employed by the Coal Companies, and 
in view of the fact that our finances were reasonably good at the 
timo, decided that I would continue to buy the coal on a pro rata 
basis, so during that year it cost us $195,000 more than it would 
Nave if we bought strictly on a campetitive basis rather than on 
a pro rate basis. Then I said, following tho placing of a certain 
contract, "had we further placed our contract on a compstitive 
basis wo would have paid $186,000 loss than we did for it in 1936, 
$184,000 less in 1937, and 4,195,000 less in 1938, or 2 total for 
the threc years of $565,000." So that is what we have in mind. 
. You said 1926 a few minutes ago. 
Pe tt should be 1936. 
& Then you describe the technique of buying the coal. 
') “bat was 1926 first, and then later we tried it again. 
be Ten years later? 
4, Yes, and there was anothor year of $195,000. So it was 1938 
aS well as 1926. 
ve then you speak of "On completion of tho ycarly ostinato, 
figures are supplied by the Western Bituminous Coal Operators, 
who then tonier on whatever vortion of the total tonnage thcy are 


desirous of supplying. When all tenders are received, relevant 
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S. =§4657- C. B. Stogkdaily 
facts are studied and contracts awarded," Does that not 
indicate that it is on a competitive basis? 

&. Well it is not completely competitive. We still take into 
consideration the mining situation out there, as woll as owr own 
Situation, and try to arrive at a basis that we feel is fair to 
them as well 2s to us. 

1. Then it is partly competitivo and partly non-competitive? 

4, The situation is that if when we call for tenders on these 
mines, there are some of them who are in a position to supply a 
very large tonnage and quote a favorable price. If we were to 
take the mines who quote on these larger tonnages in relation to 
our actual needs, it would give all of our coal to those conpaniles 
and some companics would not have any, and it has been our desire 
not to deliberately place our business in such a way as to close 
up coal mines. 

os then you don't require all of the operators in this area (the 
Crow's Nest Pass area of which we are speaking) to moot the price 
of the biggest and most efficient operator? 

a. Not in that case; But after we have these bids, thon there 
is a certain amount of negotiation and the prices are arrivod at. 
4. «As a result of your negotiation you give some. tonnage to a 
mine that you appreciate could not be expected because of volune 
to get down to tho low price of the biggest and most efficient 
operator? 

4, We have done that in the past. We have paid various prices. 
~ Hor the same quality of coal? 

mo, Yes, 

ve Lou say you have in the past. Is that pretty well the 
purchasing policy’? 

4, It has beon. Of course in recent years the price is fixed by 
the Coal Control. 

. Bacauso I can sec what you say, otherwise it is possible that 
One or two operators could supply all your requirements in that 


area, and you don't want that situation? 
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iy ~4558 - C. BH. Stockdill 
‘4, Wo have to think of the variation in traffic. 

4. And those commnities are almost 100% founded on railway coal, 
and the communities would fold up and your traffic would suffer? 
A, In recent years the relations between commercial coal and 
railway coal have not been as favorable to us. The Coal Companies 
have been developing a commercial business, which made it better 
for them and for us as well, 

Q. I hope I have made that sufficiently clear. That has been 

a contention, and I don't want to so end too mich time discussing 
ct < You say you are not interested in any of those companies 
out there financially? 

ma. No, 

@. he International Coal & Coke Company? 

ma NO, 

@ «And if they have any business with smolting, that is not 
because you own any part of International? 

a. No. 

@. You do have supplementary tonnage, in addition to the aestinated 
tonnage of the yearly roquiroments? 

4. Yos. We place the contract, generally Spcaking, when we nake 
our estimate of our tonnage wo do rat order complotely what, we think 
we may need, becauSe we oall for these bids along about tebruary. 
You don't know what your traffic is going to be that year, and 
consequently there is a cortain amount of Leeway, and the mines 
are always, or are usually ready to give us a larger tonnage than 
the actual amount set out in the contract. 

Q@. How is the price of that supplenentary tonnage arrived at? 

4, Sometimes for a higher tonnage I think we get a slight 
reduction. 

BY MR. ENMAN - Yes, we get a reduction. 

BY MR. FRAWLEY TO MR. STOCKDILL 

Y Your contract provides for the event of your desiring more 
coal than originally called for,.does it? Does it have sucha 
provision in it that contemplates your requiring more coal than 


Originally contracted for? 
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S. -4559- C. E. Stockdill 

4, That is an understood thing, although never written, that wo 
may require more coal than what we camtract for. 

Y. and is the price sufficiontly negotiated on that original 
tonnage, or is it originally negotiated for when you make the 

first arrangement? 

a. No, it is another agreement, any reduction we get on any further 
coal we may take. 

¥- It id a reduction in the price originally contracted for purely 
on the basis of increased volume? 

a, You ca put it that way. some contracts call for a certain 
price for a certain tonnage, and if it is higher, anything over that 
is a slight reduction, and anything over that again another slight 
reduction. There is no fixed basis. It varies according to 
general conditions. 

Q. When an operator enters into a contract at the first of the 
wear, iS his price fixed for the yean? If he is faced with 2 wage 
increase, does. the contract provide that he will get an increasod 
price? 

4. We have not had that. 

Q. Supposing an oporator was faced with an order from the War 
Labour Board to increase his wages, so far as you are cammcerned 

you would hold him to his contract to supply: the coal? 

4, We cold not do business unless wo did. 

% You could not do business buying at a higher price? 
4, If we could go to the Railway Commission and say, we have to 

ay more and wo want more for our freight, but unfortunately we can't. 
4. Thore was one instance when you did purchase your coal ona 
truly competitive basis, which resulted in the tonnage going pretty 
well to one or two mines, as I recall it? 

4. No, it was not a competitive basis. You have in mind the 
contract with the McGillivray Creek Coal & Coke Company and 
International, made in 1935. The situation in that case was that 
the President of the McGillivray Creek Coal & Coke Company abaut 


1934 approached us and stated that he thought he might be able to 
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S, ~4560- GC. E. Stookdiill 
get control of International, which is located at Coleman where 
his McGillivray Creek Coal & Coke Company mine is located, and 

he asked us if in the event of his securing control of those two 
mines, would we be willing to give him a emtract for a fixed 
tonnage to be taken at a regular amount each week for four years, 
or a long term period, and if we could do that he would give us a 
reduction of 50¢ per ton. We told him, after due consideration, 
that if he placed himself in a position to make such a contract 

we would negotiate with him. About a year later he told us he 
was in a position to negotiate such a contract, and we negotiated 
it for four years, which saved us $210,000 per year for four yoars 
on the basis of the price we were then paying. Unfortunately 
from the other Coal Companies standpoint that occurred during a 
depression period when out tonnage was at its minimum. 

BY COMMISSIONER McLAURIN - Was this 1937? 

See 9652) Potnink itiwas. The first contract was 1925, 

@. Running for four years it would. expire in 1939? 

A. Yes, and then it was renewed for another four year period after 
that. When I appeared before the McGillivray Commission in Calgary 
that question came up, and Judge McGillivray asked me whether I 
intimated to the other Coal Companiss that that was in prospect 
and gave them the same opportunity, and I said no it would not be 
fair because the other men had the same opportunity to think out 
the scheme as Lorne Campboll and they could not expect me to get 
up on the housetop and shout what Campbell was doing when it was 
Boine to be for the benefit of the Canadian Pacific Kailway, so 

we didn't say anything until the contract was made, and then wo 
found out what coal was for thom and that was distributed as 
equitably as possible among the remaining coal companies. And I 
mst say as to the other coal mon after the contract was made, 

I invited them to come to Winnipeg, and they came, and I explained 
the situation, and while they were naturally disappointed there 
was no serious opposition from the other coal men becausa they 


appreciated the fairness of it from our standpoint. 
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5. -4561- C. EH. Stookdill 
BY MR. FRAWLEY . Do I understand as you now state your 

purchas ing policy, you don't prppose to concontrate your tonnage 
{n any amount in two or thrce minos? 

A, I could not make any statement that at no Fitts in tho future 
we would do that. Our actions in the future will have to be 
determined by the situation as it appears at the tims, but gencrally 
speaking our desire is to keep all of those coal companies operating 
so long as it does not cost the 0.P.R. too mech money, because 

we have no source of money except fmm our revenues. 

%@- You have no place to present your deficits for payment? 

A. We have not. 

4. And if in the future someone came along and offered you a 
reduction of 50¢ per ton if you would give them a long term contract, 
you would like this Commission to understand that you would like 
to hold yourself free to accept it? 

BY THE CHATRMAN - What would be wrong with any such contract? 

BY MR. FRAWLEY - Nothing in the world. 

EXM. BY MR. FRAWLEY (continued) 

Q. You do say you have some regard to the upkeep of those 
communities because they are denvendent very largely on railwey 
coal? I am not coloring my question with any view at all, but 
wou do Say you have that in mind, and you do Say there ia 4@ 
Peeaibility that if a mine in comminity "X" got no portion oF 

your coal in a year, there would be a lowering of the econonic 
level in that community, and I think that is what you mean wha 
you say you havo in mind the distribution of your tonnage over the 
whole area? 

A, I am sure the coal operators along our line in Western Canada 
will agree that we have considered them vory generously in the 
distribution of our orders. I romembor about 1930 or 1931 when 
the depression was coming on and coal needs were less, that wo 
purchased and took delivery of 20,000 tons a month for 4 months 
and put it on the ground to give work to coal miners, and later 


we had to pick that up, and that is the difficulty of buying coal 
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a. -4562 - C. HK. Stockdill 

on the ground and picking it up, bocauso you have to burn it 
sometime, and when you are picking it up you are not taking coal 
from the coal companies; but wo fecl wo have been very generous 

in the treatment of the coal operators along our line. Ono other 
feature in connection with the carlior days, and perhaps not just 
tho earlicr days, but as we propared cur econonics as to the 

cost of western coal in relation to Anerican coal, I am going 

down to points east, whore thore is a differonce actually in tho 
economics in favor of the Ancrican GOal, to a cortain extent we 
have disregarded that for this reason, that a considerablo portion 
of the cost of American coal laid down is tho providing of enploynent 
for Anorican miners, for Anerican railway men, and for American 
steamboat rien, whereas if we buy Canadian coal we are giving work 

to Canadian miners, to Canadian Railway men, who in turn spend their 
money for supplies which they need, which revolves around and prov ides 
work generally, so we have felt that we are justified in favoring 
Canadian coal even at some difference in the cost as represented 

by the actual statement of economics, because whilo you cannot 

put your finger on it insofar as our own revenue is concerned, it 

is obvious if this money is spent in Coleman or Bellville it cones 
back to us, or somo of it, in the form of froeieht and supplies 

Which they buy from those wages. 

BY COMMISSIONER McLAURIN ~ You say some of that coal that goos 

as far as White River is, as far as you are concerned, not giving 
any competition with American coal, as you can probably buy American 
coal cheaper? 

4, When we brought it to White River I think we got it down protty 
Closely to the economic basis. We had the subvention of course. 

%- I know it is not going in necessarily economically because of 
Subvention, but if on top of that you are being sacrificed, the 
thing is becoming more ecomonic. When I an told in your brief that 
you are taking coal there, 1 was assuming that with tho subvention 


that was taken to a markct where it competed with Anerican coral 
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and you were buying a coal for your purposes equal to American 
coal. 

A, There is a slight difference in the burning quality of 
American coal as compared with ‘‘/estern coal, and we have taken 
that into account in arriving at the economics. But in bringing 
it down to White River we were pretty close to balancing up, with 
the subvention. We could not move it there without subvention 

at that time, and what can be done in the future will depend on 
wages and all other incidentals. 


Q@. And competing American prices? 


me 6S. and we think we have been as fair to the western men 
as is possible. In other words, in arriving at our cost there 
is no thought of freight rates. We take out or includes in our 


costs of moving that coal down to actual out-of-pocket cost, 
nothing for overhead, merely cost of loading, and transportation 
cost, and unloading. 

EXM. BY MR. FRAWLEY (continued) 

Q. You mean when obtaining subvontion? 

A&A, No, subvention has no bearing on our cost. The Government 
determined that they would give 2 certain amount per ton of coal 
used betwecn certain points. But in our own detormination of 
whether we would use Western coal or American coal, we figure out 
our own cost of moving that coal to certain points and then sot 
it against the cost of bringing in American coal and moving it up 
to the same point. 

Q. When you are getting subvention on the coal from Michel to 
White River is the freight rate just the ordinary commercial 
freight rate? 

A, No, there is none. The Government says we will pay so much 
per ton for coal used east of this point. Wo take into account 
our own cost and then say thc Government will pay so much sub- 


vention, and the one and the other give us the distance that we 


can afford to move Vestern coal. 
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De -4564- C. H. Stockdill 
Q. The'cost of the Vanadian coal at the consuming point is 
balanced against the American? 

A. Plus the subvention. 

4. But the cost of Canadian coal at oonsuming point is the mine 
price? 

A, Plus our cost of taking it down. We don't take freight rates 
into account in arriving at our own cost, wo simply take from 

our statistics tho information what it costs out-of-pocket. If 

you haul a train load of coal it costs so much, if we haul 10 cars 
Of coal it costs so much, and then there are other factors that 
don't appear there that we include as well. 

Q. Just following up this question of the White River coal, would 
you mind submitting a memorandum showing what tonnage was involved 
in that movement, what you calculated the laid down cost at the 
using point of the Michel coal and what the .merican coal would have 
cost you. You say you don't think there was any differential, 

and I would like to know if there was any amount, even a fow 

cents, that it cost your company in addition to what it cost the 
Canadian Government, to use the Michel coal’ 

me UL owill. 

a. You say the Coal Control has directed you to disemtinue 
bringing it over Jack Fish dock’ 

ae «(LOS 

2. That is where that coal would have gone at the time the Michel 
coal came down, the American coal would have gone in over Jack Fish 


dock? 


Q. So you can give us the tonnage, and a little Profit and Loss 


statement as it were? 


i. LOS. 

BY COMMISSIONER McLAURIN - You say it goes to White Kiver, 

and I suppose Chaploau. Does that mean that some of this Michel 
coa, as far as consumption is concerned, would get as far as 


Chaploeau? 
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on ~4565- GC. BE. Stookdill 
4. It would be put on tho ongines going cast from White River 

and some of it would still bo on tthe tender when it got to 
Chapleau. 

q+ ‘and when you talk about your coal moving to White River or 
sonora, that is your last divisional point whore you stockpile it? 
em OS; 

4» West of the division you are using Crow's Nest Pass coal? 

a, We are still using American coal cast from Winnipeg. We havo 
some american coal on tho dump at Winnipeg, but we use western coal 
as far as Winnipeg, and in the normal cmrse some of that would 
get on east of Winnipeg. 

42 That is a wartime condition? 

m Les. 

Q. You know exactly what the breaking down point is in cost from 
using -imerican coal brought in by Lake Superior over your Algona 
and Lake Supsrior divisions as against Yestorn coal? 

4, It varies cach year, you can't permanontly say this is the 
breaking point, because it has to be worked out each year. There 
would be no basis I could give you now that would be permanont. 

2. «and the comparative qualities of the coal enters into it? 

a, Yes. 

4. And if in this calculation that you aro going to do, if you 
Will call attention to the fact that the American coal had such a 
quality and the Michel coal would have such a quality. 

BY COMMISSIONER McLAURIN - We will want some of this information. 
BY MR. STOCKDILL - We did work up the mocuanics and I will see 
whether those are available, and if not we will have them prepared, 
EXM. BY MR. FRAWLEY (continued) 

@. JI am only asking now about that one movoment. It is protty 
hard to hit it just on the docimal point. Now at page 13 you make 
the statement here that - "Canada's coal mines again becoming 
the major suppliers of coal to the Canadian Railways" You don't 


contemplate any such si tuation so far as your central Canadian 
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Sr ~4566- CG. HE. Stockd iit 
requirements are concerned? 

4, I would not think we could get any furthor than we have in the 
past. Of course it depends altogether on what policy may be 
determined upon. 

Q. You have said that if the Government's policy is to increases 
the subventions you would be very glad to use the Canadian coal. 

f was wondering if that should be qualified. "However, the 
elimination in peacetime, eithor whole or in part, of the present 
excess in the supply of United States coal over the normal lovel 
of imports, should result in Canada's coal mines again becoming 
the major supplicrs of coal to the Vanadian Railways." You would 
have to treat it region by region? 

i. What we have in mind is that we hope it will get back to 

where it was before. 

2. Can you tell us the procedure used in buying fuel oil on 

the west coast? 

A. Well the procedure is that the contracts are made by our 
General Purchasing igent. As a matter of fact I think ever since 
we started to burn oil out there we have been buying the oil from 
one company, except that when ofl became available in Alborta thon 
we gradually utilized what was available, and I think now I put 

in here that oil from Canadian refineries is being used as far 
west as Revelstoke, which reduces the amount of smerican oil. 

4. It keeps the smerican oil west of Kevelstoke, but it is used 
from there down almost 100%? 

A. Yes, to Vancouver, and the Island. 

4%. It may be of interest to us to know just what technique you 
follow in placing the orders, and calling for bids, and arriving 
at the price. Perhaps you would be good enough to have sonucthing 
briefly prepared for us on that? 

A. Yes, I will ask Mr. Roberts, our General Purchasing »gent, to 
prepare that. 

Q. I would like to know what hc takes into account? The possibility 


of importing in direct in cargoes fron California ports? 
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o. -4567~- C. E. Stockdill 

2, My recollection is that some of the oil comes directly from 

California and is placed in tho storage tanks of Vancouver along- 

Side of proporty which belongs to us, and some comes from tho 

Teola refinery which is up towards Port Moody. 

¢. It comes I imagine from Canadian refinerics retining California 

crude oil, but what the Comission is interested in is tho 

importance of the competition of California oil coming in. 

#, With Canadian fuel oil? 

me ‘os. What is the price actermining it. But if Mr. Roberts 

knows more about’ it, I won't bother you with it. 

a, I don't think there is mich ecnpetition in price anyway; the 

Same as gasoline. 

Q. We might want Mr. Rogerts to come up am make a statqient to 

me betore we finish. I think that is all. Mr. Stockdill. 

BY THE CHAIRMAN = We want to thank you Mr. Stockdill very 

sincerely for the very valuable contribution you have made to the 

records of this Commission, It may have cost you considerablo 

time, and we want to thank you for the time you put on it. You 

have given us rather a complete picture of the Yanadian Pacific 

Railway's connection with the coal industry of this country. 

BY MR. STOCKDILL - Wo have tried to show that we have been 

vitally interested in the vYanadian coal industry. 

BY MR. FRAWLEY - I would ask Mr. faton to present the brief of 

the Toronto Coal Exchange. 

BY Md. PaTTON  - I am appearing for the Toronto Coal Exchange. 
Exhibit 229 ~ Submission of Toronto Coal Exchange, 

MR, PATTON thon read Exhibit 229, as follows: 

This brief deals principally with the distribution of 
sOlid fuels in Ontario, the most thickly populated and highly 
industrialized section of the acute fuel area of central Canada. 
The Toronto Coal Exchange, the signature of whose officers it bears, 
is reprosentative of the interests distributing domestic and 
industrial fuels in the Greator Toronto area, both wholesale and 


retail. In wholesalo opcrations, the Sxchange is also representa- 
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S. ~4568- i. J. Patton. 
tive of the interests supplying fuel to most of central Ontario, 
that is, that portion of the province extending roughly fron 
Brockville on the east to Port 4rthur and Fort William on the wost. 
Approximately 95 percent of the solid fuel dealers of ths Greator 


Toronto area are members of it, and these handlo about 95 porcont 


of the total domestic and industrial fuel tonnago sold in that aroa. 


cee ee a a NL 


The Provinee of Ontario is an important unit in the 
Canadian economy, and factors affecting its fucl supplu., cithor 
as to quantity or cost, have thus an important influence on the 
prosperity of Canada as a whole. In 1941, the last census yoar, 
Ontario had a population of 3,787,655, or 32.9% of that of 
21,506,655 for all Canada. Im 1939, the last year before figures 
were abnormally swollen by the stimlus of war, the value of tho 
province's gross production totalled 2.52 billion dollars, or 
43.27% of the gross production of the whole of Canada. Highly 
industrialized as it is, the province had a gross production of 
manufactures in that year of 1.745 billion dollars, equivalent to 
50.24% of that for all Canada. The fact that this gross produc- 
tion of manufactures of 1.745 billion dollars constituted 69.27% 
of the gross production of the province indicates how important 


manufacturing is in the provincial sconomy. 


The Canadian Puol Provlen 

Ontario's fuel problem is naturally quite intimately 
pound up with that of Vanada as a whole. Thanks to the work of 
the Dominion Fuel Board the main features of the Canadian fuel 
situation are now comparatively well known to the public. Briefly, 
they are as follows: Although possessing practically no anthracite 
coal, Canada has large bituminous and semi-bituminous coal reserves 
in western Canada and the Maritime Provinces, but these, unfortu- 
mately, are far distant from the highly industrialized, populous 
central provinces of Ontario and Quebec, which the Dominion fuel 


: ; ih 2 ek yee 1 
Board has aptly called the "scute fuel area” of Canada. The 
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Ss -4569- tl, Jd» Patton 
Drumheller coal field in Alberta is, for instance, 2107 miles 
from Toronto; Sydncy, Nova Scotia, is 1298 niles distant. Coupled 
with this is the fact that directly to the south of our acute 
fuel area, and approximately 275 to 450 miles distant, are the 
rich coal areas of a friendly country, connected with tha populous, 
highly industrialized area of central Canada by a highly officicnt 
water and rail transportation system, and containing reserves 
sufficient for many hundreds of years of good grade anthracite 
and bituminous coals suitable for evory conccivable typo of uso. 
These coals, goncorally speaking, stand shipnont better than out 
Canadian coals. They are available in contral Canada at prices 
with which, other things boing oqual, our coals cannot compote. 
The question, therefore, at once arises whether we should at 
higher cost use our own coals, thus increasing our costs of produc- 
tion and limiting the sale of our goods in the export markots of 
the world, or lean heavily, as we have in the past, on coal 
imported from the United States. 

COLL SUPPLIED TO CANADA'S ACUTE FUEL 

aREi, ONTARIO & QUEBEC, 1939 and 1942, 


IN A PRE-~WAR AND A WSR YEAR, 
(Calondar Ycars - Net Tons) 


Suter —— 


IMPORTS OF ANTHRACITE COAL DISTRIBUTION OF BITUMINOUS COAL 


#rom U.S.a. 1.939 1943 Bron Ue oke 1939 1949 
Quebec rea 26% 169 25,464 Quebec srea 225,156 1,045,956 
Montreal " 567,085 1,469,220 Montreal " 1,056,010 5 ecb, 956 
Ottawa , 113,086 209,454 Ottawa ‘ 399,142 Dee. oo 
Kingston " Tyee B7 778 Kingston " 200,524 545,010 
Toronto lipietCeyO Lo 914.950.6427) ¢Torontos.” 4,288,785 7,199,369 
Windsor ‘4 238 , 656 e0e,020 Windsar ~” 2, O90. 8eL 3,586 ,944 
N. Ont. % So, bee Soe7io  N. Ont. 1,290,072 So 1Do eve 

: Head of 

ce on Lakes 417,690. 1 a oor 
Total 2,548,688 3,996,908 10,206,260 £3,149,339 
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ees j From Other 
Canadian 

#rou Gt.Britain 1939 1943 _Provinces _ 1939 i945 
Juebec area 76,444 14,439 Nova Scotia Op LODS679 619,754 
Montreal " 428 ,377 ey 
Ottawa " 139,704 3,002 New Brunswick 48 ,580 5,914 
Kingston " 135996 336 
Beronto " 248 ,469 25,595 Western 
Windsor " 1,422 - Provinces 122,984 1bs7 9% 
N. Ont. " Pg p55 oh 358 

Total ZOU .UOT £58,947 Total 3,210,040 641,459 


BY Mk. PiTlTON - That table is put in there to show the great 
merease due to the war effort in the distribution of coal. A 
glance at the total shows how great that has been, and how coal fron 
and also Canadian coal has 


Great Britain has declined in inports 


> 


Pecitined in its importation into Ontario. 


im, PoTTON continucs brief. 
fixnort Trade and Fuel Costs 

Exnort trade is of peculiar importance to Canada. Using 
Our abundant and diversified raw materials as a basis, we have 
become one of the great manufacturing nations of the world. Since we 
have a comparatively small consuming population of our own, it is 
freely conceded by economic authorities that, to be prosperous, 
Canada mist be a largo exporter of what she produces. Professor 
Gilbert Jackson, in a recent study, estimates that in 1939, three 
out of every eight of our population gainfully employed depended for 
their livelihood on export trade. 

BY MR. FRAWLEY . Will you identify that? 
i, That article appears in McLean's Magazine of August lst, this year. 
MR. PaTTON continues brief. _ 

He estimates that in the years immediately ahead, mking 
elliowance for increase in poguletionr and tachroloeical progress, we 
Will need an additional national income of 2.5 billion dollars over 
that of 1929 (our last pre-war full comployment year) to give full 


Siploynent, ani an increase of one billion dollars over 1929 merely 
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to reproduce the sad conditions of the '30's. in onder ta 
provide full employment, our exports, he estimates, will have tc 
increase by 1,800 million pre-war dollars, or 80% over those of 
1928, our largest peace-tine export year. wll this serves to 
indicate how vital exnort trade is to our erosperity. it is one 
of the maxinx of world trade that the nost potent factor in conpe- 
tition is price, and anything, therefore, that tends to incronse 
our cost of production will reflect on our ability to compete in 


export trade and on our SDL ity bo pive eriplLoynent to a large 


Ontario's Solid Fuel Requirenents 

The solid fuel requirements of Ontario in LOSe, “the 
last fairly typical peace-tine year before statistics began to 
balloon upward under the denands of War, ancunted CO 112.2 vill ion 
tons of coal, about one-sixth of this was anthracite, the standard 
fuel used for domestic heating. Of the 2.4 million tons of 
anthracite retained in the province for consumption in that yoar 
129 million tons, or 80% of the total, was imported fron the United 
States. Most of the romainder, .43 million tons, or 18% of the 


total anthracite requirenents, came from Groat Britain. Only a 


a 


infinitesimal emtribution to our Supplies was made by foreign 
countries - Germany, Belgiun, Holland and French Indo-China. 
Bituminous coal, the main use of which is for industrial purposes, 
constituted four-fifths of the solid fuels retained in the province 
for consumption. Of the 9.7 million tons of bituminous coal used, 
by all odds the greater portion, 8.4. Million tonss or 86%, Of 2 
cane from the near-by coal fields of the United States, ani OnLy 
1e3 million tons, or 13%, from the nore distant Maritine Province 
COllieries. Our Western Canadian collieries supplied only slightly 
more than a half of one per cent. hat, im bare outline. is tia 
bicture of Ontario's solid fuel requirements and an indication fron 


maces they “rq supplied in an ordinary peace-tine year. 
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BY COMMISSIONER McL.URIN - Do your figures include railway 
coal’ 

A, Yes, thoy include the Bureau of Statistics figures. They 
include them all. 

$2 You think they do include railway coal? 


m *£ GHink so, wes. 


BY MR. PRAVLsY - In answer to what Mr, Justice McLaurin 
says, would you make quite certain that railway coal is includod, 


and let ne know? 


ee YBa. 


BY COMMISSIONER McLiURIN «= I thought it would be nore than 
that, with the Canadian Pacific using coal as far as White River. 
I have scen the subvention figures for those mines and it runs 
into three or four hundred thousand dollars some years. So I 


thought it would be nore. lean thinking of 1939, 
BY MR. FRAWLEY ~ Half of one nercent, you say? 


BY COMMISSIONER McL:URIN - Your figure may be right. 


ee 


MR. PsTTON continues briof 

The two following tables indicate statistically what 
the solid fuel consumption of the Province has been in recent 
years. The table on coke includes coke used for both 


domestic and netallurgical purposes. 
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1935 - 1943 Inclusive 
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OR G@ONSUMPT ION 


(Calondar Years ~ Net Tons) 


hb 1936 Lot 1938 _ eS 
anthracite . 
Meese. L.Ol0,967 1,088,829 "1,603,055 1,570,178 1,955,014 
Srecritein 566,153 532,249 425,617 445,928 433,607 
ther Ape 
Countries TO eg0D Se eore CliieLG 125 ,094 o7 174 
Total dedop eLOD? 2.000.400) “2.059, 706 S, lal 200) 2413 795 
Bituninous 
Mi ecee, SO,Soc0 718 9.044.108 10,786,716 8,517,268 8,350 L76 
Pett. oritain 4,024 3,342 Swe alas: - - -- 
Petiss. & NB, 926,424 1,046,397 1,215,090 T14. ,648 (1294 .0S8 
Western Prov. 41.570 46,182 48 ,186 35 410 OU iD. 
Total Sepetyroo LO ,140 029 12,060,766 9,025,926 S.7 0g sa29 
Lignito 
Prom Sask, 18 ,883 49,748 45,095 59,894 62,869 
and a1ta eho a ae 
Cot lee ko LIS 227 Lakes -ool Le. S25 7c) in seo sso 
1940 _ 1941 1942 1943 
anthracite 
Prom U.Sei. L917 6Le 2,021,240 BATS 025 2,483,459 
Meot, britain 369,418 187,125 68 .315 ele ee 
Total @,201. 050 2,508,365 2,845,340 2 bor nou 
Bituminous 
Prom U.S.A, 11,446,873 14,496,408 LDS ceT SOLO 16,944 ,590 
SN.S. & N.B, 954,761 cy AeA PA Bes? ae 
Western Prov. 84 833 168 , 638 128.2380 wee 
Total 12,486,467 13,842,237 15,383,415 16,944,590 
Liznite 
From Sask, 
end alta. 94, 414 160,353 £620,000 28 Uke cee 
dey 60%, Dingo, OLCy goo 18,389,614 19,493,631 
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uPPARENT CONSUMPTION OF COKE IN ONTARIO, 1929 ~ 1943 # 


———— 


(Calondar Years - Net Tons) 


—— 


Year Production dd Deduct add Deduct \pparant 

Declines Increases Inports Exports Consunp- 

in in Prod. (entered and Re-  teion 
Producers' ucers' for Exports 
Stocks Stocks consumption) 
1929 1,624,884 fe G 1,123,761 2,010 2,746,635 
feo0 1,516,080 - - 97 O 2015 SLT "2,509,578 
feel 1,113,509 2 a 694, 982 106 1,808,385 
1932 1,087,122 2 605 , 307 ~ 1,692 220 
Mee 1,216,110 $61,171 - 582,806 LO, 08a; VL BLO oo 
1934 1,437,720 = 66.462 819,576 27 B62 8,170 eer 
58 , 483 

1935 1,387,926 11,012 a 657,168 15,470 2,040,636 
1936 1,497,500 19,892 s 658,210 31,949 2,143. 653 
1937 1,560,890 28,677 a 500,424 45,399 2,044,592 
1938 1,424,581 - 93,343 384, 933 24,332 1,691,839 
1939 1,438,704 61,737 = 565 , 949 54,531 2,011,859 
1940 1,794,239 7,048 . 701,705 47,880 2,455,112 
1941 1,897,317 28,433 ~ 743,005 47 207 2,621 546 
1942 1,920,627 9,215 “ 856,637 52,193 2,734,286 
1943 2,269,421 28,820 : 909 ,228 53,137 3,096,692 


# - Fron 1933 on, figures include 


and Reserves 


Sources of Supply 


Tou @ 


Outside her own borders, reserves 


Matters of imp 


province depending 


ortance. 


American 


Petroleum Coke, 


sc heavily on fuels obtained 


and apntinuity of supply are 


anthracite, the principal fuel 


used for domestic heating in Ontario, is obtained from a relatively 
Small area in eastern Pennsylvania. The United States Bureau of 
Mines and the geologist of the Commonwealth of Pennsylvania estimate 
that, at the present average rates of production and with known 


methods of recovery, these fields have a reserve sufficient to last - 
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for 150 to 160 years. Most of this coal that comes into Canada 
moves by rail over old and excellently equipped rail lines that 


insure continuity of supply. 


United States Anthracite 

United States Anthracite has been for many yoars, and 
is yet, the standard houso-heating fucl in central Ontario, wut 
relative to other fuels, has lost ground ovor the past 20 yoaars 
in this market. At this date it is difficult to understand the 
one-time predilection, indeed the prejudice, of the consuming 
public for this fucl. They thought they could not possibly get 
alons without it. Stoves and furnaces were specially made to burn 
it and chimney flues designed for its use. Gradually, however, 
the offorts of the Dominion Fucl Board to broaden our sources of 
Supply by encouraging the use of substitute fucls without forcing 
changes in furnace and chimney design has had its effect. Whereas 
£0 years ago Ontario's annual imports of United States anthracite 
ran around 3 million tons por year, importations just prior to 
the outbreak of the Second World War averaged around 1.5 to 2 
millions a year. Fuels displacing it were coke, lot volatile 
United Statos bituminous coals and British anthracite. 
BY MR. PRAWLEY - Why would the Dominion Fucl Board encourage 
the use of such substitute fuels as low volatile United States 
bituminous. What would they care whether they used anthracite or 
Pocohontas? 
A, Thore are very large supplies of bituminous coal and low 
volatile coals. 
BY COMMISSIONER McLAURIN - As I understand it the low volatile 
Supplics are not too heavy? 
A. Thoy are in comparison with the figures we usually think of 
in Canada. 
q. 1 think the reason they encourage that is that they gct a 
smokeless fuel? 


e That is one of the main reasons. 
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BY MR. FRAWLEY - It was to got a smokeless coal? It was not 
the idea of pushing back United States importations so that 
Canadian coals could be usod? 
A, I think they tried to oncourage as meh as they could the use 
of Vanadian coal. 
MR. PATTON (continues brief) 
British Anthracite 

The last named coal, a very high quality and vory 
satisfactory domestic coal, obtained a foothold in the central 
Canada market just after the last war in 1922 and 1924, when a major 
anthracite striko in the United states gave it its chance. With it 
came the clectric blower, which was specially adapted to its use 
because of the large volume of small sizes available. Importations 
into Ontario approximated fron 400,000 to 550,000 tons annually 
just prior to the outbreak of war. There has always been some 
doubt as to the emtinuity of supply from Britain because of the 
limited capacity of the Welsh mines (from 4 to 5 million tons 
amnually), the fluctuating demands on thom from Zurope and the 
disruptions caused by Huropean political troubles. Imports 
practically ceased during the war just ended, but those engaged in 
the import trade believe imports will approach pre-war figuros in 
two or three years' time. Thore has been some suggestion that 
German reparations to Britain bo paid partly in coal, This, it 


adopted, would free larger tonnages of British coal for export. 


12:00 O'CLOCK NOON ~ HEARING ADJOURNED UNTIL 2:00 PM. 


— 


2:00 P.M, HEARING RE-CONVENED ~ MR. M. J. PATTON takes the stand and 
continued reading Exhibit 229. 


United States Bituminous Coal 


"There are ample supplies of bituminous coal in the United 
States", says the Dominion Fuocl Board in its Second Progress Report. 
"Reserves are estimated", it continues, "at 1,214,000 million tons 
iesvesse-e- Lhe bituminous flelds and the anthracite fields are 


equally as near the Ontario and: Quebec markets. Barring labour 
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and transportation difficulties, there is little doubt that 

Ontario and luebec can continue to secure large supplies of this 

coal as long as Canadian coal cannot be made economically available”. 
Recoverable reserves of bituminous, sub-bituminous, lignite and 
Ssomi-anthracite coal in the United States is estimated by a 
committee of distinguished mining engineers appointed by the United 
States Coal Commission as at January 1, 1944, at 1,615,457 million 
tons. Production for the 20 yoars ending Docamber 31, 1943, aver- 


aged 462 million tons a year, and in 1944 it was 620 million tons. 


Alberta and Nova Scotia Coals 

Thore are likewise large reserves of Western Canada and 
Maritime ©rovince coals, but the great distances these are from 
Ontario make it cconomically impossible to supply this market with 
then. The relatively high sulpher ecmmtent of Nova Scotia coal, 
as well as its low ash fusion tomperature ‘and its friability are 
factors operating against the use of this coal in competition with 
the higher qualities and wider range of United States bituminous 
coals available. The average grades of Alberta coal suffer also 
uncer the disability of Low heating valuc, their tencency to break 
up with handling and to disintergrate on exposure to the air. This 
makes them unpopular with dealers on accaunt of degredation losses 
and inability to please customers equipped to burn high-carbon 
well prepared coal. However, some grades are fairly popular with 


somo customers, especially for use in stoves in country districts. 


Wood_and Peat 

Wood is an important fuel in Ontario in the northern areas, 
Mit the farm wood Lot im Older Ontario is a diminishing asset. It 
has been officially estimated that the consumption in Canada averages 
about a cord per capita per annun. feat is available in numerous 
Sizeable bogs in Ontario, but although it makes a desirable fuel 
for grates and ranges, it has never beon produced in quantity at 
pricos that can competo with coal, despite the fact that the Dominion 


Governnent has spent well over two million dollars in trying to find 
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an cconomical process for dispelling the water from the raw peat 
and processing it for market. It takes double the weight of 
air-dried peat to produce the same heat as United States anthracite 
coal. It is not a present factor in the fuel supply. A smll 
deposit of low grade lignitic coal in the James Bay area has 

been recently investigated by the Ontario Government and found 


not of sufficiont value to develop. 


Hydro-Electric 2ower and Oil 


There is such a low surplus of hydro-electric power 
over industrial demands i Ontario that that source of energy is 
only a minor factor in supplying heat as an auxiliary to coal and 
coke. Oi1, however, looms up in the heating firmament as a very 
rormrdable competitor of the chief fuels now in use because of 
flexibility in use and ease of control. It is a by-producoe in 
the manufacture of gasoline, immense quantities of which are 
used by motor vehicles. Petroleum pipe lines connect southorn 
Ontario with the great Mid-Continent and Texas Oil fields of the 


Unitednctates. 


Natural Gas . 

In southwestern Ontario natural gas is a factor in the 
field of donestic heating and is also utilized for industrial 
purposes. #froduction increased from 7.76 million cu. ft. in 1926 
to 12 million cu. ft. in 1939. Reserves are regarded as gonewhat 
uncertain, but it should be noted that recently natural gas has 
been transported by pipe line from tho middle western and southern 
United States gas ficlds to Amorican cities on the Yreat Lakes 


fron which it could be piped to Canada. 


Heating Values of Fuels 
Heating values of the various fuels should, of course, 
be given proper considoration in evaluating them. <Analysis of 
the various grades of coals are available literally in the thousands 
MacQuown's "Proxinate Coal Analyses", to wrich the Commission 


doubtless has access, gives these in great detail. AS an escape 
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from the hystifying conplexity of theso nuncrous analyses and as 

a handy rule-of-thumb measure, we give below the results of actual 
burning tests in standard donestic hot water heaters conducted by 
tho Dominion Fuel Board. The results are given in relation to the 
heating value of 10 tons of United states anthracite. 


Hquivalent Tonnage of 


Fuel LO tons of U. 5S. Anthracite 

U. 8. Anthracite 10.00 tons 

Welsh Anthracite G.59  " 

By-product Coko 9.06 -% 

U. S. Smokeless Seni-bituninous EES ats eats 
Alberta Sub-bituninous Logo mee 

Alberta Donostic | Leo je 

eur Dried Peat 21696 : 


Standing out in the forcgoing is tho high heating yalue 
of Welsh anthracite and by-product coke and the relatively low 


heating value of Alberta coals, 


Nearby U. S, Coal Fiolds Natural Source of Suvply 

4 glance at the map impressos one with the close proxinity 
of central Canada to the great United States coal fields to the 
south. The industrialized southern portion of Ontario thrusts 
itself down into that large seni-circle of states which are 
particularly richly endowed with coal-bearing measures, making then, 
SO to speak, the natural sources of Ontario's coal supply. 
“ittsburg, the centre of the rich Pennsylvania coal areas, is only 
200 niles fron the Niagara gateway to Canada, Connelsville, Pa., 
is 350 miles distant and Wheeling, W. Va., 361 niles. The distance 
to Windsor, Ontario, fron Pittsburg is 318 miles, fron Connellsville 
627 miles and from Whecling 363 miles. It is not unnatural, 
therefore,, that a vory largo, woll-organizod coal business, both 
in domestic heating and industrial ooals, should have grown up 
hetween those portions of Canada and the United States over the 


years since coal was found there. Beginning with the early railway 


aT 
Ske 
gine canines = 
iL] 
’ 
pr ‘ ieee 
a é tags t 
i 
hea 
x = ' 
a 
: ‘. 
> ne 
iy he . aoe 
on ie ie 
owas 
’ 
7y alk . 
de - 
= 
‘ 


Ned, 


Pay.) Ny 
Nid es | SR 
tt 
1 
{t 
or 
cn 
, 
ar 
+ a) 
i 
. o 
oe iy 
Ape 
say 
ew ee le 
~ 
a a 
meee 
ee a 5 


~ . A 
Sei aap at ain alata Paice Pomme bette Sas 


tea pte Se ee nan 


eS 


oe sk . . s ee ay at “= oe fm 
. tea 4 58 kee et if 
net AL es ee ot Ey 
Aus see Voss as ates Pa: t Ming 
SC Re peti 
Re ceca ke test ene 
Se 
Big aly cen at el ae it ett 
Gest ALY eae iis ie a : 
- Care oer a oe ~ Sa 
5 Soe tat ie we Syke ence ae 
: g i 
oa “ ay ; 
eens = iM eetae aes 
fete Bae) at Paes} 
Hi e ee ee SO eS [Sk 
Vines PPM geek) git Ge pyaioaigieas orm Ss gs 
ee eae . rey ral 
ey TO Tes EAC) eth Sy ea oa wees 
: ” . ih: a) OF Legend? ‘ 
: Bs H : t 
we ae av a hp iho eae oo ve 
=, nn a « 
. Sic ee * Hf gd aN POR 
Bh Leite ls Bh 
PN Fe hte Ss ot BS . 
es ect Pere meee iy 2 
rT sea Cy gail Boke cif ae “sng ry a4 
a Fe fish os os Sane es 
+ ” oh sy es ane 
" Se ie. ae : 
5 teres: ttl be Ae oe é 
mete 
Lap. © Ge Ay gk Seay Ga +d 43 - A ue 
’ 
= 4 ted 
nm _ ~ PN ey ah Petes ore Se 
* . eae aie nee Se re 
, <— 
: = enn «VO ~% +. 
Sik Kd iy PCs E i age : = 
. ee ne Ee ie oh bes 
iD a eerie) Brg Me ches 
Aare ae hig bad é 3 Wet <i atae @ Sane 
aon ae) ag) TS ‘Ae. oe 
i oie Yo [ali 
er ae at oe Ter ne ti rd 
oF fies A ES . mat + LN ret De = 
is ” 


S. ~4580- M. J. Patton 
development period of the fifties, a groat not-work of coal-carrying 
railways has been built, connecting these coal arcas with Canadian 
points. Hundreds of millions of dollars have been invested in 
thom, in coal conditioning and handling equipment, and in groat 
dock installations and flcets of vessels on the Great Lakes for 
carrying coal northward to central Canada. On the Canadian side 
of the Great Lakes comp lemontary facilitics have been constructed 
to receive and distribute this fuel, the veritable life blood of 
central Canada's great manufacturing industrics which gave such 

a magnificent account of thensclvcs in the war just over. Porhaps 
nowhere in the world is thore 2 better example of what modern 
business initiative and invontive ingenuity can do to provide on 
a large and claborate scale an efficient and economical organiza- 
tion for making available to large areas a bulky, difficult to 


handle, but extroricly necessary conmodity. 


Producing Districts in U. 3S, 

The United States anthracite deposits are found ina 
limited area in the eastern portion of Pennsylvania, and stretching 
fron there westward to Illinois is a wide belt of bituminous coal - 
producing states from which we draw coals of almost every conceiv- 
able kind and quality. Under the United States Coal Conservation 
act this area is diyided into twenty-three producing districts 
in the first eight of which Canada is particularly interested. 

The following indicates the location of these districts from which 
Canada imports coal and the estinated tonnage produced by each in 
1944, 
Seepract) 1] .efastorniennsylvania.....s..<.s 62:5 nillion tons 
2. Western PonnSylvaliassiv.be.eee S95) oe u 
3, Northern West Virginia...s.sc)ese 46.5 
PRO CISy ess sine ops Sareea ee eae " x 


5. Michigan........This district produced only 
150,000 tons and it is all used locally. 


6. Panhandle, Wost Virginia....... 5.46 million tons 


7. Southern West Virginia and 
Virginia (Low volatile field) 62.5 
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District No. 8. Southorn West Virginia, 
Hastern Kentucky and Tonnessec 
(his yelatile flew )e i... citi 124200 ni 14 tomekens 


No. 9. West Kentucky...... Rie An as ete oh Lie y i 
(This district supplicd practically 
no Canadian needs until the last year 
or two, since when it has shipped coal 
up the Lakes for Canadian railways.) 
SN PLOGS LE a Moles y telawels eke e le ia va 76.0 211 Mon tena 
(This listirct did not supply Canada 
with any appreciable tonnage until 
the last two or three years, since 
when considerable shipments have 
been made through Chicago up the 
Lakes for Canadian railways.) 


DOrew al 14>) ALYUanel Ti eiete-eteuves ohate hte: «te tidnitelts stele: shave 28.8 nillion tong 
Sone of this coal has of recent 
years moved through Chicago up 
the Lakes for use by Canad ian 
railways. ) 


These total 557,000,000 tons. 


BY MR. FRAWLEY - By far ocortainly the most of your coal cane 
prc UPstrict '6T 

“4. That does not indicate, Mr. Frawley, the anount that cones to 
Canada. 

Q@. Oh, this is tonnage produced? 

a, Yes 


it shows the tonnage produce. 


MR. PATTON continues bricf 

Herewith we present a map of the North Central United 
States and South Central Canada showing these coal districts and 
the routes by which most of the coal moves northward over the 
Great Lakes to Canada. Distances and the location of coal docks, 
which of late years have become such a factor in the distribution 
Of coal, are also indicated. 
BY COMMISSIONER McLAURIN  - Whero is the centre of the circuit, 
Toronto? 
woe  LoroniG. 
MR. PATTON continues brief 
Coal Docks on the Great Lakes 


Generally speaking it may be said that coal from Districts 
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S. ~4582~ M. J. Patton 
1, & and 3 moves from the dumping ports of Oswego, Sodus Point 
and Rochester on the south shore of Lako Ontario across ths Lakes 
to, Canadian docks at Kingston, Bellville, Trenton, Cobourg, 
Oshawa, Toronto and Hamilton. Tho Oswogo dock is operated by the 
Delaware, Lackawanna & Western Railroad, the dock at Sodus Point 
by the Pennsylvania Railroad and that at Charlotte by the Baltinore 
& Ohio Railroad. anthracite coal and bituminous coals from the 
eastern bituminous fields move advantageously over these docks, 
There are a large number of bituminous coal mines in the area 
served, which includes the Fairmont field in Northern West Virginiai, 
the Pittsburg field and the Reynoldsville field. 

Coal from Districts 1, 2, 3, 4, 6, 7 ands normally 
moves for delivery in central and western Untario through the Lake 
Brie ports of Buffalo, Hrie, Conneaut, Ashtabula, Fairport, 
Cleveland, Lorain, Huron, Sandusky and Toledo to such Canadian 
ports as Toronto, Hamilton, Fort Erie, Port Colborne, points on 
the Welland Canal, Port Maitland, Port Dover, Port Burwell, Port 
Stanley and Erioau, and to ports on Lake Huron and Lake Superior 
and to some extent to ports east of Toronto. 

Cargo shipments of bituminous coal from Lake Eric ports 
in the United States to Canadian destinations amounted to 6.51 
million tons in 1938, 6.672 million tons in 1939 and 12.21 million 


tons in 1944, 


Lake Erie Docks 


There are two docks at Buffalo, one operated by the 
Delaware, Lackawanna & Westorn Railroad and ono by the Lehigh 
Valley Railroad. Neither of these docks are as modern as those 
at some of the other ports. In many cases where coal might move 
through Buffalo it is moved through Erie or some further west port 
with faster docks, even though it involves payment of a higher 
lake freight rate into Toronto and Hamilton. 

The dock at Erie, operated by the Pennsylvania Railroad, 


is a fast loading dock ovor which can bo loaded coals from 


S. -4583~- M. J. Patton 
Lonnsylvania, many Ohio coals and coal from the Monongahela 
Railroad in Northorn West Virginia. 

The dock at Conneaut, opcratcd by the Bessemer & Lake Bric 
Railroad, is of lesser importance than many of the other Lake Hrie 
docks because many of the most popular coals cannot move over it. 
4t Ashtabula there is a dock operated by the Pennsylvania Railroad 
and anothor by the New York Central Railroad. Fairport is 
operated by the Baltimore and Ohio Railroad, as is also Lorain. 
4t Cleveland there are two docks, one operated by the Pemsylvania 
Railroad and the other by the Erie Railroad, Sandusky, which 
serves Southern West Virginia and Kentucky coals, is a Pennsylvania 
Railroad dock. The last named is one of the most modern on the 
Lakes. ow of the Pennsylvania or Northern West Virginia coals 
can be routed by way of Sandusky or Toledo. 

BY MR. FRAWLEY -~- Is that because of this regional freight rate 
that that is so? Do you know why that is Mr. White? 

4, Well the lines on which the coal originates does not go to 
those two ports. The Toledo and Sandusky are served by C.N.O,. 
and .valon, which take coal from Southern West Virginia. 

MR. PATTON continues brief 

The principal dock at Toledo is a Chesapeake & Ohio 
Railroad dock, but the New York Contral Railroad also has a dock 
there. The port of Toledo serves Southern West Virginia and 
Kentucky coals and handles perhaps the largest tonnage of any dock 


on the Lake. 


Canadian Docks 

On the Canadian side of the Great Lakes there are a 
String of coal docks receiving and distributing the coal coming 
P. the United States docks. Beginning at the eastern end of 
Lake Ontario, Kingston for many years back has had a number of 
small docks over which was imported from Oswego their supplies of 


anthracite and most of their bituminous coal. This is still the 


Gase, but the volume is not great. Moving westward, there are a 
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S. ~4584- M. J. Patton 
number of small docks - at Napanee, Bellville, Trenton, Cobourg, 
Port Hope and Oshawa. Most of the bituminous coal used in this 
area has for a number of years been brought into these docks and 
trucked as far inland as Potorborough and Lindsay. 

Toronto is ‘of courses the largest importing point on the 
Lakes using a number of docks. The Toronto area will bo dealt 
with later and in detail, as exemplifying many of the outstanding 
characteristics of the system for the distribution of ooal in 
Ontario. 

at Hamilton, tho Hamilton By-Product Coke Ovens wilt 
a dock for their own use in the middle "20's, over which they 
have also handled bituminous coal for Canadian wholesalers. 
Rochester & Pittsburg Coal Co. (Canada) Ltd., Pittsburg Coal Co., 
and Gillies-Guy use this dock. The F. P. Weaver Coal Go. also 
have a dock in Hamilton which they established in the early ‘30's. 

In the highly industrialized Niagara Peninsula there are 

quite a number of coal docks. F. P. Weaver Coal Co. have a dock 
at Thorold, on the Welland Canal, and a number of industrial firms, 
such as the Ontario Paper Company and the Beaver Board Vompany have 
private docks on this waterway, as have also Diffin Coal VOe, 
Lannan Coal Co, (closoly associated with Rochester & Pittsburg 
Coal Co.) and Electro-Metallurgical Co. of Canada. Ths Enpire- 
Hanna Coal Co. have had a dock at Port Weller since the early 
‘30's, and Pittsburg Coal Company have one there also. Century 
Coal Co. have operated a dock at Yort Colborne for quite a number 
of years, from which coal has been shipped inland by rail. Valley 
Camp Coal Co. of Ganada have also had a dock at Port Colborne for 
a number of years. 

Illustrating the compotitive Capacity of docks In the Yaw 
and-water movement of coal as against all-rail movement, it may 
be pointed out that most of the industrial coal used in Niagara 
Falls, Ont., is suppliod by truck from docks at Port Weller or 
Thorold, despite the fact that an all-rail movement would mean 


Only the moving of the railway cars across the International bridge. 
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3. ~4565~ M. J. 2atton_ 
Domestic coal, for the most part, continues to come in by rail 
across the bridge. 

The Toronto, Hamilton & Buffalo Railway have a dock 
at -ort Maitland on Lake Erio, operatod by Canada Coal Co. on 
which other wholesalers also store coal, paying Canada Coal Co, 
for handling it for thom. This coal movos mostly to points 
served by tho Canadian Pacific Railway. 

The Canadian Pacific Railway also have a dock at Port 
Burwell which is operated by Valley Camp Coal Co. of Canada, 
Further west along the lake, the London & Port Stanley Railway 

ave a dock at Yort Stanley operated by Century Coal Co. that 
stores coal for Pittsburg Coal Co., Rochester & Pittsburg Coal 
Co. (Canada) Ltd., and Empiro-Hanna Coal Co. Imperial Fuels Ltd. 
of London, also have a dock at this point. Most of the coal 
handled over this dock is delivered inland by: truck. This coal 
is trucked as far north as Woodstock, meeting and oven pass ing 
coal which used to be trucked from docks in Hamilton as far as 
Kitchener. Not so many years ago such inland towns as Brantford, 
Galt, Guelph, Woodstock, Paris, Kitchenor, Elmira and Proston 
were supplied by industrial coal that movod all-rais, but this 
all-rail industrial coal has beon pushed back by competition from 
coals moving over Hamilton docks and thence by truck to final 
destination. Most of the domestic coal used in this area ia 
Still brought in by rail. 

BY THE CHAIRMAN - Actually all of the coal docks on the 
American side, and coal dock facilities, are vrovided by the 
American Railways? 

A, Yes, most of them. 

Q. And they are interested also, or do you know if the American 
Railways are eee a in many of the docks on the Canadian side? 
fase No, L think not. 
BY MR. WHITE - Just one dock on-the Canadian side. 
BY MR. FRAWLEY = Which one? 


A, Hrieau. 
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d, -4586- Mo Js. Patton 
Q. In which the American Railways are interested? 
A. Yes, Pere Marquette. 
BY THe CHATRMAN - The Canadian Pacific supplies a dock I 
notice, the Buffalo railway? 
A. - Right. 
2. Thero is more coal imported there of course that wuld supply 
the necessities of the Canadian Pacific in that area, I presume? 
oe Vh -vos. 
4. So American interests are getting assistance from the railways 
on the south, and also from the railways on the south on their 
importations? 
4. Yes, the main putpose of rellways having docks there is to 
pack up freight. 
MR. PATTON continues brief _ 
At Hricau there is a large coal dock operated by the Lake 
Erie Coal Dock Co., which is associated with the ere Marquette 
Railroad. 
BY THE QHAIRMAN - That is a hint that should be taken up by 
our Canadian National Railways as far as the east is concerned, 
The next large dock centre is the Windsor-Detroit District. 
At Sandwich the Pittsburg Coal Company operate a dock having a 
Screening tipple that loads screened coal into railway cars. This 
firm sells 4 large tonnage here for vessel fuel as well as looking 
after local sales. Confederation Coal Co. have a dock in Vindsor, 
from which coal is trucked to local industries and Empirs-danna 
Coal Co. have a largo, well-equipped dock there,too. F. P. Weaver 
Coal Co. operate a small dock at this point. Large industries here 
like Ford Motor Co. of Canada and Hiram Walker & Co. have large 
private docks. 
BY MR. FRAWLEY - Is Confederation Coal Company just a small local 
company, or a subSidiary of some larger company, or some railway 
. Subsidiary? 


BY MR. WHITE - I belicve it is a small local company. 
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5, -4587 - _M. J. Patton 
MR. PATTON continues briof. 
Upper Lake Docks 

Turning northward from here, the story of coal distribu- 
tion takes a different trend. While in Eastern Central end 
Southwestern Ontario tho Supply by lake-and-rail is a ccmparatively 
recent devolopment, from Sarnia north practically all industrial 
coal has always moved by wator. Nearly all the industrial coal 
consumed in the area running along the oast shore of Lake Huron 
and along Georgian Bay is supplicd over a number of rather small 
docks, such as Goderich, Kincardine, Southampton, Owen Sound, 
Meaford and Collingwood, 

At Point Edward the Empire-Hanna Coal Company operate a 
dock from which they trans-ship via rail to inland points, chiofly 
in Western Ontario. Pittsburg Coal Co. using the dock facilitics 
of Meller Limited, a private industrial concern, bring in coal 
for distribution in Sarnia. Dalton Fucls algo have a dock there 
and import coal via lake-and-rail for distribution in that vicinity. 
Century Coal Co. have a bunkering dock at Point Edward, importing 
coal for ships and also for distribution. Imperial Oil Limited 
@lso Operate a private dock at Sarnia. Tho newest private dock 
operator in this arca is the Polymer Corporation who made substan- 
tial importations for local consumption. 

By far the greatest volume of coal that moves through 
Georgian Bay to the consuming areas of Northern Ontario moves over 
the Century Coal Company's dock at Midland, the Canadian Pacific 
Railway dock at Britt and the Canadian Pacific Railway dock at 
Little Current. These last three mentioned docks handle most of 
the fuel for the railways from, say, Barrie north and west until 
the movement of coal through Lake Superior docks, such as those 
at Port arthur, Port William and Michipicoten, is met. Coal fox 
International Nickel Co. at Copper Cliff (in the pre-war period 
they used 400,000 tons yearly am in the war period 500,000 tons) 
moves through Midland and Little Current, and coal for the 


'Temiskaming and Northern Ontario Railway moves to North Bay, its 
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o. ~4588- M. J. Patton 
southern terminal, through Britt and Midland, the former a 
Canadian Vacific Railway, and the latter a Canadian National, 
connection. 
BY MR. BRAWLEY e You say the International Nickel Company 
has been supplied with its coal requirements from United States in 
recent years? 
Pwo, ft didn't say that. 
BY MR. WHITE ~ Yes, in the last war years, that is correct. 
qa. What about pre-war years? 
4, Prior to 1938 Canadian coal went up thore. 
Q@. Starting in 1933 or 1932 when Nova Scotia coal went in. I 
think you are a little low on that annual consumption, the 
Purchasing 4gent gavo the figure to me 50,000 tons a month. 
#. 600,000 tons a year. 

as between all-rail shipments from the Detroit or 
Buffalo gatcways and water shipments to this area there is a large 
Bee ferant ial in rates in favor of the latter, because the docks 
used are "fast" docks and very large boats can go into them and 
be quickly unloaded and can then go to the head of the Takes and wat 


either grain or ore for return cargoes. 


BY MR. PATTON -. There follow a series of tables regarding 
freight rates. In the first table under the heading of 
Charlotte there appears the figure 168. That should have an 
i setter it referring to the foot note. 

BY MR. PRAWLEY - On the second table your foot-note says - 
"There aro, however, published by the various carriers, additional 
rates on exceptional movements". Just what Woes that mean, 

BY MR. WHITH - I can't think at the moment. 

Q. Has it anything to do with train load movements? 

ae 60h no. 

@. Nothing of that sort? 
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Q. Just an agreed movement on an agrecd freight, you mean? 


4, No, it would be... I think probably you had better give us 


: 
timo to think about that. 

4. But I am interested in whether or not you want to tell us, 

or leave the inference with us, that thero might be lower rates 
than the established quoted rates. You will look into that? 

a eS. 

¥. dnd do you mind looking at page 24, Black Rock, Belleville, 
Toronto, Hamilton, London. From where to where?. You are 
speaking of all rail freight rates on anthracite coal. Is that 

to Black Rock, and Belleville, and Toronto, and so on? Pernaps 

if you wold look into that. 

4, That would be the local rate to Black Rock, and thon the 

rates into vanadian points, Benville, Toronto, Hamilton and London. 
%. Originating where? 

a. From the anthracite field. 

Q. «anywhere in the anthracite field, a common rate? 
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TYPICAL LakE CARGO FREIGHT RATES TO L.KE ERI AND LAKE ONTARIO PORTS 
BITUMINOUS COAL 

(IN CENTS PER TON U. S. FUNDS) 


and/or 


cy 
PuOnetlits 
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Sandus 
Lorain 
Cleveland 
Pairport 
Ashtabula 
Conneaut 
Charlotte 


Poleds 
podus 


Huron 


| Osweg? 


District #1 | 
Central Pa; (156) 


Reynoldsville 156 141 (141)156 168 188 8 
Cherry Tree) cae Bie 


vitcona =) 183 183 193 18g 183 183 183 188x 

Meyersdale ) 

Clearfield 
Western Mary- 
land and 
Northeastern 
wer Vs: 

Cumberland - 

~iedmont 193 193 193 193 193 


2% (233) (233 
3 1183) (183 ake 


District #2 
Western <enn-~ 
sylvania: 
Butler-Mercer 124 194. ° 188x 
Freeport 156 I5CCTAT 14) Chon los ee 
Pittsburg 156 1256 156 156 156 156 156 156 215x 21l3y 213, 
Connelsville 164 164 164 164 164 164 2l3éx 213x 213, 


District #3 
Northern West 
Virginia: 
Fairmont) 176 176 176 176 176 176) BiSy Bis, wales 
Monogah i+) 254% 
Clarksburg) : 249% 
Belington Ego Lon 
Gauley & Elk 
River LIS219So 19S 9S 19S 


District #4 

Ohio: 

Ohio 78 and 

all areas 

south 

thereof 153 153 153 153 153 153 156 {tP8} 


Massillon) (1385 
Meddle ) 143 (443)138 138 138 138 
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TYPICAL LAKE C.iRGO FREIGHT RATES TO LAKE ERIE AND LAKE ONTARIO >ORTS 


BITUMINOUS COAL 
(IN CENTS PER TON. U. 5. FUNDS - Cont, ) 
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District # 6 
Panhandle, 
West Va: 
Moundsville) F 
Pittsburg LOO £56" 156 “1567 256 156 213y 215x 


District 77 
Southern ‘, Va. 
and Northwestern 
ana Contral 


Virginia: | 
Low Vol.Coals 20 
High YW YW 191 


District 78 

Bastern Ky., 
Southwestern 

W, Va, Western 
Virginia, 

Northern Tenn. 

and North 

Carolina: 

High Vol.Coals 191 


Notes: 
Dumping charges in addition to rates shown: 


at Lake Eric Ports - 09¢ per net ton 
At Lake Ontario Ports - 09¢ per net ton or 10¢ per gross ton 


ee Indicates rates in cents per gross ton. 


Rates above are indicated in general only, for purpose of simplicit. 


Oswego 


There are, however, published by the various carriers, additional 
ratos on exceptional movements. It should be noted also that the 
port or ports at which coal will load is governed by the tariffs 


of the originating carricr. 
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TYPICAL... ALL RaIL FREIGHT RATES ON U.S, BITUMINOUS COAL 
( INCENTS PER TON, CANADIAN FUNDS ) 


a nr tt ty ee i nea ty 


oie Buffalo Detroit Toronto Hamilton London 


oo 


From: 


District #1 

Contral Penna: 
Reynoldsville Ba Doo B 319 B 309 B 359 
Clearficld } 
Cherry Tree) 234 295 B 334 B 324 B 374 
Altoona ) 
Moyersdale ) 

Western Maryland and 

Northeastern W. Va.: 
Cumberland-viedmont 268 368 B 368 Booos B 408 


District #2 

Wester Pennsylvania: 
Butler-Mercer 219 255 
Freeport 224 270 
Pittsburg 254 270 
Connellsville 249 270 


324 
334 


314 
314 


564 
574 


dBoww 
esMecnesmey) 
Cwawh 


District #3_ 

Northern West Virginia: 
Fairmont 249 270 B 349 BoZSao D 380 
Monongah  ) 
Clarksburg) 268 270 B 368 B 358 D 380 
Belington ) 
Gauley-Elk River 283 295 B 383 BSS D 405 


District #4 

Ohio: 
Ohio #8) 234 220° B 334 B 324 D 330 
Meddle ) 
Massillon 174 195 B 274 B 264 D 305 


District #6 
Panhandle, W. Va.: 
Moundsville) 
Pittsburg ) 234 270 B 334 B 324 B 374 


District #7 

Southern W. Va. and 

Northwestern and 

Central Virginia: 
Low Volatile Coals 358 295 D 435 D 435 D 405 
High Volatile Coals 338 270 D 410 D 410 D 380 


District #8 
Hastern Kentuckym 
southwestern W. Va., 
Western Va., Northern 
Tenn. & North Carolina 
High Volatile Coals 338 270 D 2i0 D 410 D 380 


Note: Curroncy equalization charge of 20¢ per net ton U.S. Funds is 
levied by originating carrier in addition to above rates. 
B - Indicates via Buffalo 
D ~ Indicates via Detroit. 
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GENERAL s°OLICATION OF LikE CARGO PREIGHT RATHS ON ANTHRACITE COLL 


TO LK ERIE .ND LakE ONTARIO PORTS 


RaTeS IN CENTS PBR GROSS TON, U. S. FUNDS 


Ashtabula Eric Buffalo Charlotte 
Hyd B ri B re B in B 
When destincd To pers 339 208 339 288 gag BBE, OOL Pad as) 
east of Straits of 
Mackinac & Saute Ste, 
Mario 
Wien destined to Ports 
on Straits of Mackinac, 289 276 289 ZAG. 262 276° -25)) 251 


to Saute Ste Marie or 
Torts West thereof 


Sodus Point Oswego 
A et. A B 
When destined to °orts 
cast of Straits of S01 276 301 276 
Mackinac & Saute Ste. 
Marie 


When destined to Ports 

on Straitg of Mackinac, 251 vASak eqaah CoOL 
to Saute Ste. Marie or 

-orts Nest thereof 


Dumping charges in addition to above: 
At Charlotte, Sodus Point, Oswego - 10¢ per gross ton 
At Ashtabula, Erie and Buggalo ~ 09¢ per net ton 


A ~ Indicates Prepared Sizes, Briquets and Boulcts. 
B - Indicates 2ca and Smaller. 


GENERAL APPLICATION OF ALL RAIL FREIGHT RATES ON ANTHRACITE COAL 


RATES IN CENTS PER GROSS TON, CANADIAN FUNDS 


Black Rock Belleville Toronto Hamilton London 
a B A B A B A B A 
307 aro 451 445 391 ASIII 376 ore A772 


Notes: a - Indicates Prepared Sizes, Briquets and Boulets 
B -~ Indicates Pea and Smaller. 


Currency equalization charge of 24¢ per gross ton, 
U. S. funds, is levied by originating carrier. 
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TY2TC4L SEL UNLOADER VESSEL: RATRS ON BITUMINOUS & ANTHRACITE COAL 
PE RUNNY oe ANTHRACITE COAL 
aS AOPLIED BY UNITED STATES FLEETS 


IN CENTS PER TON, U.S, FUNDS 


Ashtabula 
Hairport & Huron & Sandusky 
Conneaut Buffalo Cleveland Erie Lorain & Toledo_ 


Oshawa, Ont. Rates to be 17¢ per ton highor than Toronto. 


Toronto 60 51 65 58 67 70 
Hamilton 60 51 65 58 67 70 
Niagara River 47 - 52 45 ays, 57 
Welland Canal 

beyond Thorold 57 49 62 55 65 67 
Welland Canal to 

Boorold, Incl. 47 40 52 45 55 57 
Pt. Colborne 35 50 358 32 45 47 
2t. Maitland 33 32 58 30 43 45 
Pt. Burwell 29 - 32 32 40 41 
Pt. Stanley 29 43 32 32 40 41 
Windsor 58 39 35 39 53 b1 
Sarnia 48 49 45 49 43 41 
Goderioh (As (es 75 75 (ge) 75 
Georgian Bay 80 80 80 80 80 80 
Saute Ste.Marie 75 75 Wa) (es 75 she 
Fort William Lee 1.10 1.10 1.10 1.10 ded 


Cargoes split between two ports in same rate zone 
for shipper's convenience, O5¢ per ton extra on 
entire cargo, 


Cargoes loaded at two ports with different rates, 
higher rate to apply on entire cargo, 
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REDRESENTATIVS TRANSPORTATION COSTS ON COKE - 


U. Ss. & CANADIAN ~ OER NET TON 


aLL RatL Raulis 


how Toronto London 
From: 
Buffalo 1.50 1.75 
Detroit 2.10 1.60 
Sault Ste. Maric 3.50 3.90 
Note: Freight cqualization charge of 04¢ per net eon, 
U.S, funds, to be added on coke originating in 
Buffalo and Dotroit. 
U. S. Foderal Transportation Tax of 04¢ per net 
ton, U.S, funds, to be added on coke originating 
in Buffalo and Detroit. 
Above rates quoted in Canadian funds. 
VESSEL RATES Sault Ste. 
: Melk Buffalo Detroit Maric 
From: 
Thorold als 
Pt. Stanloy 1.65 
Windsor 1.265 
Georgian Bay 1.40 
Fort William x100 x90 


x ulk vessel rates in Canadian funds. : 
811 other self unloader rates in U.S. funds 
or Canadian funds depending on registry. 


Note: U. S. Federal Transportation Tax of 04¢ per 
net ton, U.S. funds, to be added on coke 
originating in Buffalo and Detroit. 
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——— 


Water Transport of Eastern Canadian Coal tc Ontario 


Conditions for the transportation of Eastern Canadian 
coal trans-shipped at Montreal and other points for delivery in 
canal-size freighters to docks west of Montreal have become less 
favorable during the war years. 

The fleet of Canadian canal-size freighters in service on 
the 't. Lawrence river and Groat Lakes in 1939 cmsisted of 142 
vessels, whereas, in August 1945, this fleet had been reduced, 
largely as a result of losses duc to enemy action, to 86 vessels. 

The season of navigation is normally 210 days and the 
average carrying capacity por vessel per trip approximately 2,375 
tons. Tho average number of trips per vessel per season is 214; 
henee the aggregate carrying capacity per vessel por season is 
approximately 51,000 tons. On this basis the season capacity 
for the 1939 fleet was approximately 7,250,000 tons, while the 
capacity of the present fleet in similar trade is approximately 
4,400,000 tons, or about 60% of the 1939 figure. 

The water freight rate on coal, Montreal to Toronto, 
now in effect as per Wartime Prices and Trados Board Order No. 258 
is 80% per net ton, whereas the pro-war rate was 60¢ and even 
lower, We suggest that the operators of canal size freighters 
are not going to be subject to the same keen competition now 
that there are only 86 vesscols to compete for the volume of 
traffic formerly shared by 142 vesgols. If and when the emtrol 
of rates is removed there is every indication that the presont 
80¢ rate may be increased substantially. 


BY THE CHAIRMAN - You are not suggesting that that fleet is 


a ee 


not coming back into operation, are you? 
A. I deal with that in just a moment, Sir. 


MR. PATTON continues bricf 


As opposed to this cmdition, the Canadian Upper Lakes 
and selfunloader fleets have not beon depleted and have proved 
thomselves to have sufficient carrying capacity to haul consider- 


gbly increased tonnages of vital commodities during the war years 
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than was required pre-war. 

In 1939 the importations of U. S. coal by this type of 
vessel totalled 6.67 million tons, while in 1944 the total was 
12.21 million tons. 

We suggest that United States coal and Canadian Upper 
Lake and selfanloader fleets to @arry it are essential to maintain 
Canadian production and nothing should be done to make either the 
coal or the means of transportation unavailable. 

The construction of new canal-size freighters to replace 
losses denends entirely upon the uncertain development of the 
Great Lakes - St. Lawrence river deep waterways. Until a decision 
is made not to proceed with the scheme no Ship operator will be 
inclined to invest considerable capital in the construction of 
small vessels that aro likely to be of little value if and when 
the deop waterway is completed. Tho tendency will be toward the 


construction of larger vesscls. 


Revolitionary Changes in Distribution System 


As a result of the development of now methods of 
transportation and technological advances there has been in tho 
past 15 years practically a revolution in the business of distri- 
buting solid fuels in Ontario. This great change has been due 
to the conourrent development of the motor truck and paved roads, 
the self-unloading device for lake vessels and the building of 
the new Welland Ship Canal. All of these developments havo 
Spelled greater efficiency and lower costs, and they have undoubt- 
edly saved the consuming public many millions of dollars, although 
they undoubtedly,too, have resulted in costly individual readjust- 
ments in the trade in order to bring cquipment and methods in 
line with the march of progress. The new Welland Ship Canal, 
Opened in 1931, with a depth of water on its sills of 30 fect, 
as against 14 feet in the old canal, onabled larger vesssls 
With all the economy of bigger cargoes, to pass from Lake Erie 


to Lake Ontario. These large vessels range from 7 000 tons to 
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12,000 tons or even higher capacity, as compared with the canal- 
Size vessel of 3000 tons. The '20's and the "30's saw large ex- 
penditures on and extensive construetion of new highways, while 
at the same time the efficiency of the gasoline-driven motor 
truck was greatly improved. The numbor of trucks registered in 
Ontario increased from 16,204 in 1920 to 61,690 in 1930 and to 
86,835 in 1940. In this period, too, the self-unloader vessel, 
carrying its own coal adjusting equipment - a great steel arm 
reaching inland fully 175 feet or more from the dock side and 
depositing the cargo quickly and efficiently on the dock, was 
developed. This led to cmstruction of coal docks on which 
large quantities of coal were stores from which dealers could 
got their supply for delivery to coastal cities and also for 


delivery by truck as far as 60 miles inland. 


Solid Fuel Distribution in Toronto 

These trends and tendencies are nowhere better exemplified 
than in the evolution of the solid fuel business in Toronto, the 
largest consuming centre in the vrovince, and for this reason we 
have postponed until tais point dealing with the history and 
problems of the industry in that city. 

Greater Toronto has a population of 930,019, the 
population of the city proper being 676,887, and it is the 
largest manufacturing centre in the province. In 1939, the last 
pre-war year, it shared with Montreal the position of being the 
largest manufacturing city in Canada, each city in that year 
turning out manufactured goods to the value of 483 million dollars. 
Prom estimates supplied by the trade, supplemented in some cases 
by official figures, it is estimated that in 1939 Toronto used 
1,500,000 tons of coal for domestic heating, including apartment 
heating, and about 1,300,000 tons for industrial use, or a 
total consumption of 2,800,000 tons. 

Pollowing is a table entitled "Estimate of Solid Fuels 


Distributed for Domestic Heating in Greater Toronto, 1931-45", 
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showing the tonnages of the various kinds of fuel distributed. 
Since the Dominion Fuel Board in 1932 discontinued its compila- 
tion of figures showing tho distribution of solid fucls in tho 
various citicos and provinces of Canada, thero have been no 
government statistics on this subjoct. It should be noted that 
the figures here presented aro ostimates only, by members of the 
Toronto Coal Exchange, except for the past three years when 
figures have been available from the Fuel Control eu toer tee 
We believe, however, they represent fairly close approximations 
of the quantitics distributed in Groater Toronto. 

ESTIMATE OF SOLID KUELS DISTRIBUTED FOR DOMESTIC HEATING 

IN GREATER TORONTO, 1931 - 45. 
(In 1000's of Net Tons ~ Fuel Years Ending April 30ta) 

Ruropean Anthracite 


U.S, Anthracite 


fropared Small Total Large small otal 
1930-31 739 68 807 13.5 57 70.5 
1931-32 577 60 637 43 80 123 
1932-33 408 39 447 80 113 193 
1933-34 361 43 404 80 106 186 
1934-35 450 58 503 jaleas 115 883 
1935-36 468 37 505 58 95 153 
1936-37 457 47 504 86.5 119.5 206 
1937-38 578 63 641 49 60.5 109.5 
1938-39 569 70 639 37.5 119.5 157 
1938-40 656 86 742 16 92 108 
1940-41 580 85 665 33 153 186 
1941-42 704 96 800 30 89 119 
1942-43 913 118 1032 3 41.5 44.5 
1943-44 746 135 881 - 46 46 
1944.45 gos. 127 820 - 20 20 
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ESTIMATE OF SOLID FUELS DISTRIBUTED FOR DOMESTIC HEATING 
ee DUMEOLIG HEATING _ 


IN GREATZR TORONTO, 1931 - 45 (continued) 


NU, 193 
Grand 
U. 5S. Bituminous Oo K ck Totak 
EeVol. HeVol. Dotal Can. U.S. Total 
1930-31 100 - 100 TOO = Lee acne ab 1,200 
HIST=32" ~LA0 - 140 160 140 300 1.200 
1932-33 180 - 180 180 200 380 1,200 
1933-34 220 - 220 LTO! 5220 390 1,200 
1934-35 224 S 224 140 +200 340 1.250 
1935-36 270 - 270 142 =8230 ore 1,300 
1936-37 290 10 300 175. ‘B15 390 1,400 
1937-38 300 20 320 160 194.5 354.5 1,425 
1938-39 305 34 329 135 190 325 S450 
1939-40 310 40 350 140 160 300 1,500 
1940-41 299 75 374 175. 200 275 1,500 
1941-42 313 90 4.03 150 = 128 278 1,600 
1942-43 340 75 415 65 90 155 1,645.5 
1943-44 355 95.5 448.5 222 140 362 L7G 
1944-45 315 82 397 228 146 374 L6Us 


fuel History 


By reason of Toronto's location on Lake Ontario, anthracite 
coal became available by water soon after the vennsylvania fields 
began to be developed and railways were built connecting them with 
the couth shores of Lake Erie and Lake Ontario. Thus the city 
was early educated to the use of anthracite, which was founi to be 
a very acceptable as well as a readily available fuel. 

BY THE CHAIRMAN  _ Haye you any figures to indicate fairly 
approximately what proportion of the domestic fuel, domestic 


heating fuel, in Toronto is Supplied by United States anthracite? 


BY MR. FRAWLEY . Now? 
BY MR, PATTON - If you. look at the table on page 30 I think you 


Will get that information. The first colum there, U. S. Anthracite. 


BNE Ai Se 
— asf 
Fy petlpsees A d 


Faces A 


Lee oe! 
Pe ke edt 
y ae w ae - 
Cera Ce SS “ -* 
; 5 
. “oe ie 
7 : Migr? oA 
Bee oe oe ee pe Me eS 
Z. > a ih a F Ae 
‘2 oem! ip = , ibi 
- w= 4 i 
- ons ——_ 
i a a 
ova He * spf 
J ‘ge sot , 
a 
= 
. “ A 7 : 
f ? ae pa T 
wis oe Sth ESA, . 
: “2 Say ae at 
| ae thio ; = 
ay oa 
i ‘ oa 
F a ny « 
C 
. sig ow 
5 coe ie = 
5 
‘ 
' Fa Gs 
4 x S24 et rr 
' + : ay F . tis 7 hee : 
P 7 ‘ = 7 oe 
: ates ue : ; We Whe 
: , in ¥ 
ca oat . . A Rie 
. 
. ‘3 * ue 
: +o 
: ty ys 4 : 2k ‘dee 
a 3 ANE , 
, - ; 
on j j 
‘ 
. a i . 
ver ‘ . < 
; ce t <a 
. 
} 
; F 4 oD ? Coie . 
, 
. , 
- 3 bm 
. 
Te . ae 3 ; - P Daa 
He ae : ! ’ a ik Peay 3 a _ Fat tin 
i 
ve ae 7, - — 4 | 
: : ue §. 4 - ! Tote ee Fe ils mat i 1 AN “ whe 
5 ar, PeEse Sr 2 ease Sa a 
: ‘ u gyce) Prt oie NERD SE 28 be Bie i vO oy ¢4 
if 4 ‘q 
¥ af 
Sh eet 4 4 iz F F 4 f ? ‘ 
Ne 
Ly oe . mes 
at Mae Nei 4 7 ar hy aes ne * 
. A: oar : ‘oe: 7 
7 3 Ff cy ees a yt f Pao? O44. 
C 
$6 tc é f 5 
: “ i . hat tly by zee 7 bay q oe 
A : q ao 
Pt 
: 
eee > ‘2h 
7 +; ae 
oh 
- ab - te 4% 
s & « Wey ey ai wk S as ' ee pa ‘had 
: é ‘ a 
- 
. \ r at 
, f. ¥ i ap 9 cna > > 
é a4 pce Oe ac ee ee os, a e Ji 


S. -4601- M. J. Datton 
BY MR. PRANLEY - Take one yoar, 1939-40. 
4. In the coal year 1939-40, ending 4pril 30th, there were 
656,000 tons of United states prepared anthracite Sized, and 
86,000 tons of small anthracito Sizes, a total of 742,000 tons 
of anthracite, out of a total donestic heating fuel consumption 
in Toronto of one million and a half tons, 
MR. PATTON continues bricf. 
Prom a population of 59,000 in 1871 the city grew 
rapidly, and as anthracite was the standard fucl, burning equipment 
AND PILUES AND CHIMNEYs WERE BUILT TO BUEN IT RATHER THAN BITUMINOUS 


COAL. 


Horso-and-Vagon Days --- Inland Yards 

During the latter part of the 19th century and the early 
part of the 20th, a number of small coal docks were constructed 
along the waterfront in the neighborhocd of Church and ?arlianent - 
Streets. Sailing vessels and, later, tugs and barges, brought 
coal across the lakes to these docks and from there it was dis- 
tributed throughout the city by horse and wagon, The lelivery 
range of a horse and wagon is limited, and as the city grew and 
railway facilities becane available to the then outlying sections 
of the city, inland railway yards for the storage and sale of coal 
Sprang up, and coal began coming in by an all-rail moveucnt fron 
the United States through the Niagara gateway. 

During this period the old Welland Canal (depth 14 fect) 
Was available for ships of limited tonage from Lake Eric, and 
coal from the Ohio and Southern fields came in by that route to 
storago accormodation around Toronto Bay. This coal, however, 
Was Dearly all for industrial use. Coal for domestic use did 
not come into Toronto through the canal in any appreciable quantity 
until the new and deeper Welland Ship Canal was built. 
Harbor Developnent_ 

In 1914 the City and the Dominion Government, through 


the medium of the Toronto Harbor Commissioners, began a progran 
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Of broad devolopnent of the Toronto waterfront that necessitated 
railway grade separation and the construction of the present 
viaduct along the waterfront for the two railways. This progran 
involved the elimination of the existing coal docks, and tho 

fuel importing interests who owned then practically all secured 
inland yards on railway sidings throughout the city. 

BY THE CHAIRMAN  - TI suppose you. are willing to adnit that the 
Welland Canal See ices assistance to the coal trade of tue United 
States than it did to any other industry that you know of? 

4, That is a pretty broad statement, and I would not like to 
pronounco on it without thinking it over. It certainly gave 
considerable assistance to the trade. 

Q. So they are getting it from tho Railways and fiom the Dominion 
Government. 


Hp am 


War and Strikes force Use of New Fuels_ 


During the latter part of World War I fuel was difficult 
to obtain, and in 1922 there was a long-drawn-out striko in the 
Pennsylvania anthracite mines which braght great hardship to 
Toronto householders. During this period any and every kind of 
available fuel, including bituminous coal, was brought in and 
burned for domestic heating purposes. At this ting, too -/itoiead 
quantities of by-product coke wore importod frou steel plants in 
the United States where the by-product coke overs were replacing 
the old wasteful beehive ovens, and found to be a very satisfac- 
tory domestic fuel. Similarly during the 1920-30 DOr Lod: 
Locohontas coals, which are high-grade low-volatile bituminous 
coals, were imported for the first time and found to be usable 
in Toronto equipment. On the other hand, it was shown that medium 
and high-volatile coals were too smoky for the equipment and 
Chimneys and they met with great disfavor, except as omergency 
fuels. The city's smoke by-laws will not permit the emission 
Of smoke for a longer period than six minutes per hour. Another 


prolonged strike occurred in the anthracite regions in 1925 and 


“by Ye 


aa ee reid 
paisa ic oh are ye tchen 
a 4 “ u — 


< +f 
Sy isl ah 
eo ay SF) 


os 


es 


Peeters eho 
“a oe 


ae 2 i 
he f 
Ww 
\ wes i 
~ 
as 
ne 
os 
Oye | 
bitte © 
y baa 
iis 2 ae ar 
Pe ee 
- yo ty ~ iT 
i Fern Soe 
t on 
a % C 
* ; 
- ig 
' 4 
14 
+ 
P| 
iad > 
‘ ad 


se erdeieE $a fighivsevnatint csase wt 8. 
gird Bate vettiaeed th 
% @*e0Tr 10 Few ots yar ia NE 


oe 


fastotis:«if So 
ox Ged gnitecqnl fe 


a 
Lo 


i rr fi vi 
Pat i Pas 


a na 


> ¢ 7 
Car Ia Lois 
Fy r 
Te ; * I #Ja 
uv \ 
‘2 et 510 
‘ 4 
e3 
' Fs 
ee 
. 
, Se 
bi + 
% Lt Aw & 
i ‘ i 
‘ > 
t 4 
’ 
‘ 
L 
- 
1 
* 
+ 
° 
t 


¥ 
. 
. 
. 
- . «= 
vate 7 > i TY 
- oa 


De ~4603- M. J. Satton 
it was again necossary to bring in many typos of substitute 
fucls to make up the shortage of anthracite. Incidentally, 
there has been no major strike in the anthracite fields since 
then seriously affecting the Toronto area. 
BY THi CHAIRMAN = - Regarding 1922 and 1925, that is the time 
when the public mon of Toronto got a committee sent to the House 
of Commons in order to assist Nova Scotia and Western coal into 
that area to take the place of anthracite. The people of 
Ontario ars really responsible for those subventions after all. 
Now they are not so very keenly intcrestecd in them. 
BY COMMISSIONER McLAURIN  - The recent strike this yoar in the 
anthracite areca would be ree ralct as a major strike. 
a, It was not very long continuing. 
BY MR. FRAWLEY - Thirty days I think. 
BY MR. PATON . The 1925 strike I think continued all through 
the summer. 
MR. PATTON continues briof 

It was during the 1920-30 poriod that by-product coke 
ovens wore constructed in Cagada, largely as a result of tho 
Pepert cf J, L.-Landt. “a United States enginesr retained "to the 
Dominion Fucl Board to inquire into the foasibility of making 
by-prodyct coke in Canada. The Hamilton By-product Coke Ovens, 
completed in 1925, marketed considerable of their product in 
the Toronto area, and the Steel Company of Canada at Hamilton 
also manufactured coke, some of their excess production being 
for domestic heating purposes. The coke ovens of the Algoma 
Steel Company at Sault Ste. Maric originally built in 1911 
primarily for making blast furnace coke, were rebuilt and extended 
in 1919 and again in 1937. These ovens, though distant from 
Toronto, sell by-product domestic coke here at times, as dco also 
the many steel plants oporating in tho statcs bordering on the 
Great Lakes. By-product coke has proved to be a satisfactory 
domestic fuel and meots anthracite ccmpetition at competitive 


brices. 
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Bs ~4604- M. J. Patton 
Welsh Coal Introduced 

It was during the poriod 1922-30 that Welsh coal was 
introduced to tho Toronto market. Large quantities of this 
Splendid quality anthracite in small sizes became available for 
this market and tho blower furnace was developed to burn it. A 
considorable tonnage of large-size Wolsh coal was imported also, 
which came in diroct competition with United States anthracite. 
World War II has cut off supplics of this fuel temporarily, as 
reference to the table on page 5 shows, but supplies are cxpected 


to be available again in a fow years. 


A fi a 


The riso and extension of docks in the distribution 
of solid fucls is nowhoro better illustrated than in Toronto. 
Following the opening of the new Welland ship Canal in L9S0. 
which pornitted large upper lake vessels to enter Lake Ontario, 
dock space for the storage of coal became available in the now 
Toronto harbor development the following yoar. PrLlor To tie 
Opening of the new Welland Ship Canal, some small sclf-unloader 
vessels brought coal in through tho old Welland Canal, but these 
had short boams and were able to utilize only a narrow strip 
Approximately 100 feet in depth, along the edge of Toronto Bay. 
Now larger self-unloader boats capable of unloading coal twice 
that distance inland came into use. 

Plans of the Toronto Harbor Commissioners provided for 
the segregation of coal storage at the eastern end of the harbor 
area and around the ship channel. Coal docks were cpened up 
immediately this area became available, and by 1935 eleven 
companies were in occupation of 89.25 acres on long-term leases 
from the Commissioners. The dock area was rapidly developed, 
Since coal brought in by large boats could be delivered by truck 
from the docks to the different plants and other consumers around 
Zoronto at a lower price than all-rail coal, and when this 
movement was once started many of the larger coal companies then 


Suoplying coal all-rail to this area made arrangements to move coal 
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by lake-anierail in ordor to compote. Larger areas were thrown 
open for c2al docks on the waterfront, and by 1945 eighteon 
companies %ccupied an aroa of 150 acres with docks. 

Bituminous and anthracite coals and coke are stored on 
the docks, Screening facilitics have also beon orected, and 
systems of belt Rolvoraus have been installed on some docks which 
carry the coal back for storage as far as 800 to 1000 feet fron 
the waterfront. Coal distributing companios have invested 


millions of dollars in this dock devolopment. 


Water-borne Fucl Movement 


Growth of tho water-borne -fucl movement into Toronto ig 


shown by the following table: 


SOLID FUELS IMPORTED BY WATER INTO TORONTO 1928-1944 


(Calendar Years - Net Tons) 
LIZ8 sees 150,099 tons 
Sy ie or me 
1930 .... 225,992" 
AO Stra BeOeSoT uw 
19324 sie Lb 0G2 994 " 
1955 ,4551,525,567 
1934 .... 1,667,537" 
1935 .... 1,565,264 ¥ 
ElO0 Gets SH LLeboL OOo n 
HOST eee o6e. ok 
1938 .... 1,574,700" 
TSO as a caeemeay 
9404 sen. 2.284.801 7 
L941 ..es 1,886,068 sf 
1943) ), honey 540 tei 
Toes el eel eae 
DECR Noli 0h 06.007 9 


BY THE CHAIRMAN - That is by water connected with rail? It does 
not mean that it is an all-water movement? 
ee Oh 110% 
BY MR. BRAWLEY - It is a lake movement? 
Bi) Lake ani rail. 
MR. PATTON continucs bricf 
Similar growth in water borne imports into Hamilton, the 
other large ort on the wost end of Lake Ontario, is shown in the 


table following: 
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SOLID FUELS IM?ORTED BY 
(Calondar Yoars 


1928 
Lye? 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
L987 
1938 
1329 
1940 
1941 
1942 
1943 
1944 


BY THE CHATRMAN - Just 


to indicate the supplies 
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464,561 t 


797,559 

654,750 
1,006 , 604 

905,461 
1,227,795 
1,294,981 
1,099,006 
1,291,499 
1,380,654 
1,377,050 
1,270,093 
1,482,520 
1,539,427 
1,571,703 
1,475,481 
1,546,623 
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brought in by all-rail? 


— 


WATER INTO HAMILTON 1928-1944 
- Not Tons 


I suppose we hove figures 


s, 1. think we will probably have to get that by subtraction, I 


gave you in the tables supplied before an estimate of the total 


consumption in the Toronto area. 


Here we have the tonnage moved 


> 


by water, and by subtraction the balance would bo all-rail. 


woo they soll their all-rail ocoal in Toronto 


A. They have to compete. 


). The same price? 


they sell their water-and-rail? 


a. They havo to compete, naturally. 


BY COMMISSIONER McLAURIN 


Do you mini going back to 


page 36, your tabulation "Solid Fuels Imported by 


Hanilton". 
as Oh yes, all coal 
a. Nova Scotia coal? 
erosYes. 

Gee thon if isnot 
A. There might be a 
the Hast. | 


BY MR. FRAWLEY - 


at the same 


Th. 
Na 


Docs that includo coal that goes up the ot. 


proper to talk about Lake-and-rail? 


price 


small tonnage that would be all-water from 


It would include the ooal trans-shipped at 


Threo Rivers and Montreal from the Dominion Coal Company? 


A, Yos, 
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MR. cATTON continucs briof. 

Hffect_on Rail Distribution 

Dock devclopment also had its repercussions on retail 

distribution, and those were accontuated by the severe depression 
of the 1930's. Hard tines throw many small truckers, and others 
with only enough aanital for a down-payment on a second-hand 
truck, out of work, and these thought they saw an opportunity to 
get employment by going into the fucl business, obtaining thoir 
supplies fron the docks. There was, in this way, a gradual 
entrance into the market of mshroom dealers and itinerant 
truckers who wore not well cquipped to serve the public, whose 
offices were in their hats and whose ethics, both fron the point 
of view of the ostablished trade and of the consumers, were not 
of the best. 
BY THE CHATRMAN - That is a sore point with me. I don't like 
to hear people complaining about their competitors. 
A, That is toned down from what it was originally, Mr. Chairman. 


4%. I think it should have been left out altogether. 


MR. YaTTON continues briof 
Severe Competition 

As may be imagined, competition was severe, and 
complaints to tho city authoritics on short weights, nixing and 
substitution of coal, and other unotnhical practices miltiplied. 
The city had had a lLiconsing systen for fuel dealers for aany 
years. Now the fuel by-law was reviewod and the provisions 
made more stringent, whilst the Board of Police Commissioners, 
Who administered it, beoame stricter in its enforcement. At 
present city by-laws require the holder of a coal am coke 
dealer's license to be the ownor or occupant of a yard or premises 
not less than 4000 sq. ft. in area, to have a telephone, and to 
have and maintain a scale of not less than 5 tons cavacity over 
which all fucl sold mst be weighed. Every delivery of fuel 


mst be accompanied by a ticket, to be left with the purchaser, 
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S. -~4608- Meds Vatton 
giving the particulars of tho sale. The dealer mst at all tines 
maintain a stock of at least 20 tons of coal or coke. The by ~Law 
also defines exactly what shall cmstitute the various kinds of 
coal sold. 

Following is a table showing the number of fuel 
dealers' licenses issued by years in Toronto from 1929 to 1945 
inclusive. 


FUEL DEALERS' LICENSES IssUED IN TORONTO 1929 -— 1945 
(Calondar Yoars) 
Re en UR eee CASTLES MER CTS SS 0 ea 


Loe = Lee 1938 - 258 
1930 - 138 1939 -— 249 
L9SL - 190 1940 ~ 236 
19a = 215 LIS S20 
1935 = 295 1942 -— 184 
1934 - 244 1943 = 166 
1935 - 229 1944 — 156 
1936 - 302 1945 - 154 
L9Ot = 207 
BY MR. FRAWLEY - Have you any comment tc mke on that falling 


off since 1941, or since 1940? 
4, Tines are better, people got more enployment, got better 
jobs elsewhere, and gave up the small retail. I think that is 
the main causo, and then of course the by-laws were tightened 
pa OLUs 
4» You had more dealers then than were actually necessary to 
dc the job? 
8. It would appear so. 
MR, FATTON continues briof. 
World War II Brings Difficulties | 

Various factors have emtributed to the decrease in the 
hunber of coal dealers in recent years. Competition has been 
keen but the main reason has boon inadequate dealers’ margins. 
These were such that no provision could be made for depreciation 
with the result that plant and equipment deteriorated to the 
danger point. 

Harly in 1943 the Wartime vrices and Trade Board, 


after conducting an audit cf dealers’ books, allowed an overall 
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2. ~4609- M. J. Patton 
price increase, effective May 18, 1943, of 25¢ a ton on all 
domestic fuels with an additional 50¢ a ton charge for bagging. 
Dealers claim that had not this increase beon allowed there would 
have been a break-down in the fuel delivery systeu, with its 


attendant hardships on the consuming public. 


Both Inland Yards and Docks Necessary 

Experience has shown that both the dock companies and 
the inland yards with rail sidings are necessary parts of Greater 
Toronto's fuel distribution Systen. The fact that these yards 
are located in strategic positions throughout the city and district 
was shown to be of very great importance in serving the public 
during the delivery crises arising in the war years. The dock 
companies during the past 15 years have becone solidly established 
and fully equipped. By guaranteeing, through their stock piles, 
an additional supply of fuels throughout tho winter and providing 
a source from which delivery can be quickly rade by trucks to 
areas within 25 miles of the city in all directions they have 
become important elements in the fuel supply systen. 

Much of this brief has dealt with the tonnage handled 
over the docks of Ontario and particularly those serving the 
Toronto area. We would like to emphasize equally the importance 
of the inland yards of the Greater Toronto area and those of 
other Ontario communities which are served by the tw Canadian 
railway systens. In the Greater Toronto area it is roughly 
estimated that in normal times about one half of the donostic 
tonnage is imported by rail and delivered to the inland Toronto 
yards. 

The demand for anthracite has increased in the recent 
war years because of the higher purchasing power of the public, 
and in this period a sizeable portion of Toronto's domestic fuel 
Supply has come in by rail and been distributed through the inland 
yards. During these years the inland yards have fully demonstrated 


their ability to meet any emergency that may be thrust upon then. 
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The Toronto Coal Exchange 

In the war years, fuel dealers coeoperated in the formation, 
operation and financing of the Toronto Coal Exchange, an or~ 
genization of the coal distributing interests of the city and 
district formed at the suggestion of Coal Control authoritics 
in 1943 to help iron out distribution difficulties growing out 
of shortages of manpower and equipment and to help solve other 
problems resulting from the war. The directorate of the Wx 
change includes representatives of the City of Toronto, National 
Selective Scrvice, Transit Control, Coal Control, labour unions, 
the Provineial Department of Labour and the Board of Trade, as 
well as fucl dealers representing every coal association in 
the city.. The Exchange has worked in very close co-operation 
with the Coal Control authorities. When delivery difficulties 
and shortages began to multiply in 1943, municipal authorities 
were deluged with inquiries and complaints, and coal dealers 
were also, to such an extent that there was serious interfer- 
énee with their work of securing and delivering fuel. Then 
Coal Exchange, when it was organized, took over all this load 
of detail. Measures it initiated to conserve manpower and 
Equipment included re-allocation of customers! accounts among 
dealers, pooling of transport and haylage facilities, operation 


of 


9 


hired-truck pool, and seeing that new arrivals in the city 

were able to get fuel supplies. as a branch of National Selec- 

tive Service, the Exchange issued all work permits and sepera-= 

tion notices for drivers, yardmen and helpers. sll orders for 

help were placed with and filled through it, and it handled all 

applications for military deferments. 

BY THE CHAIRMAN: How is it financed? 

MR. PalTON: It is financed by fees from the members, based on 
Sales. 

Q “nd does Selective Service and this Government Department 
help to finance it? 


a No. 
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BY MR. FRAWLEY: They get free scats? 

4 They get free seats. 

Q und a free vote? 

BY THE CHIIRMAN: Is it a war thing entircly? Is it going to 
continuc now in peace time? 

& Well, it is hard to foretell the future, It may continue, 

e itis still. functioning? 

4& It is still functioning, very much. 

MR, PulTON continuss brief: 
supply and Delivery Difficulties 

« tremendous load was placed on the Exchange following 
the big blizzard of December 12, 1944, which ticd up traffic 
for several days in the Toronto area. In the three and a half 
months from that date to March $1, 1945, some 85,000 original 
telephone calls were handlcd, over 95% of which compaints were 
satisfactorily dealt with. In every case cach original call 
was followed by at lcast one call-back, and in some cases, as 
many as four. In the peak period the Exchange operated 14 
trunk telephone lines together with a number of extensions, 
With a staff of 20 to man them. Two or threes people were em- 
ployed handling personel counter-calls, which averaged 400 
daily during this period. 

When the big storm broke on December léth, 1944, the 
Exchange was able, through the prompt co-operation of four of 
its member compenics, to place paper bags of fuel in strategi- 
Gally located fire halls at once, and within thres days had 
placed such emorgency supplies in all 26 fire halls throughout 
the city. Houscholders, whon unable to get fucl deliveries 
as required, went to these fire halls and secured the cmer- 
geney fuel to tide them over until their regular deliveries 
arrived. The Exchange centralized and looked after these 
bagging operations. All told more than 53,000 bags of this 
emergoncy fucl were distributed. This service was provided by 
the Fire Dovartmont without charge and by the Coal Exchange 


without profit. 
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BY THE CH.IRMAN: Just one more question, I hope you don't 
think I am too inquisitive. Thosc government departments, 
I supposc they are parties to this bricf, are they? 

4 No, I wouldn't say that. 

@ Well, did their members discuss this bric#? 

4 Just the membership of the Coal “aSsociation, 

& “ell, you sec they are members? 

& Well, they are on the directorate. I Suppose they are also 
members in a technical Way e 

BY MR. FRAWLEY: I suppose this brief was gone over in draft 
form. by the Toronto Coal Exchange? 

i Oh yes. 

Q Did those government representatives sit in at e meeting at 
which this brief was discussed? 

& No. «as far as I know, no. 

BY THE CHAIRMAN: I don't think they ean be dissociated from it. 

A I would consider them to be more in the nature of ex-officio 
members, 

BY THE CHAIRMAN: That is the most powerful man on a directorate, 

MR. PATTON continues brief: 
Yards Remained Open at Night 
Similarly, in the winter of 1945 the inland yards re- 

mained open at night while difficult delivery conditions con- 

tinued in ordcr to enable houscholders to come and get small 

emergency supplies. The widespread location of these yards, 

each strategically placed and each serving its own particular 

community, was an important factor in quickly relieving the 

emergency. The Toronto docks, on their part, had reserve 

supplies of fuel for the dealers which filled the breach when 

Supplies failed through regular sources by reason of traffic 


congestion and short supplics at the mines and coke ovens. 


eens! 


cee od sede ahs 


ed ey 


Fi 


er 
' 3 
f 
f } { 
. 
b 
3 Po 
. 
J . 
’ 
/ 
6 
FY 
a 4 
Tt 
+ 
j 
en 
Rees * 
® a 
APNE 
1 : ‘ 
; 
« 
c€ i 
c 
1 
: 


oa ' “acon » setaina 


ae " od Ae 9 ast Ris i 


seven 


a 
“vires ee sai ips 
ong <a haw ec crags ise Sa tie ‘eet a 


= Sire 


' % 
tae nieiiaet one preigns: 
= — 20 le a > ~ r a » re 
civ cups ©. ee oe 
mph as at = os J wiles 
2 Vis S Ket 7 < TeLGyY 
id * 7 + , s 
sor apogee sev Taha 
s } ¢ Pe _ At -_ s 
me & Mae ; 
iZ rel tl fhe ge i. ei aft is “rt yee 
> Alea we 
| + i wid 4 
py “i 
4 
U 4 7 ' A st — P Bicker : ate H 
LS qbitet peepee. 
- 
is, bi 8 we Sere bo Ee 
vt a ek roarbiarts co <s ee ey ape 
+ . | 
{oie @2)* qee% Jae Ase Léniie 
; ae Liew Vjalr came Belen 
oe »! aE * : 
| Bien 0 1009s of Deals 
5 Ware Ge card 
° SS oy ays . va _s 4<q4eu Lowatord 
ehiky \lloetastetea tene 
az at ee AP io, (2 GRY « vitanunge ; 
i Rta I ; 
fe segs Gil” .«.FOneS 
2 “~ «< 
Tare waa : Te. aot ing 
Shao a ais SANE “Poss BASE 


W. ~4614- M. J. Patton 


War Shortages Compelled Mixing 

During the past few years of war, the demand for coal 
became so heavy in Ontario that it was necessary to make ne 
every available ton go as far as possible. In fact, the necad 
for domestic fucl became so great, that somc companics in tho 
United Statcs started to rcelaim coke from old waste banks or 
piles which had been discardcd years ago. This coke was re~ 
screened and somo attempt was made to remove impuritics. sub- 
stantial quantitics of it were sold to eke out the supply of 
bettcor grade fuels. Use of fuel of this typo in mixtures 
tended to lowcr the general quality of domestic fuels, elthough 
the need for such action cannot be gainsaid. 

BY MR.. FRawWLEY: This reclaimed coke was sold at the same price 
as first class cokc, I understand. Was that so in the 
Toronto arca? 

& Yes. 

@ By orders of Coal Control and the Priccs Board it commanded 
the same price as first class Lasalle Coke? 

& Yes. 

@ Or they don't seil Lasalle coke in Toronto? 

& I don't think there is much of that goes in. 

MR« PLTTON continues brief: 

One of the reasons for the heavy demand for coal was the 
influx of thousands of people from farms and rural districts 
into the cities to work in war plants. Though these people had 
been accustomed to using wood, they became coal consumers imme-= 
diatcly upon taking up residence in the cities. This, together 
with the sharp falling off in imports of Welsh domestic coal 
from Groat Britain and the taking off the domestic fuel market 
for use in the steel mills, of coke, made the fuel situation 


very serious. 
There was also a serious loss in production owing to many 


miners being taken into the armed forces. Sporadic strikes 


which, although of a temporary nature lasting only from a few 
4 : a , aes ae 
days to a few wocks, likewise hed a serious effect on coal 
production. 
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In normal timcs, grcat care was always cxerciscd in 
preparing the coal and all impuritics wore taken out before 
Shipment, but with a tight minc labour situation and not enough 
men to operate the tipples efficiently and with an extra heavy 
demand for coal, which made it impcrative that much more coal 
go through the tipplcs even though there were fewer men to 
take out the impuritics, a poorer quality of coal resulted, 

Undcr thcsc citcumstances, the Government found it nececes= 
sary to insist on a mixture of domestic fucl to make availablo 
Supplics go as far as possible. It was this necessary action, 
togcthcr with the lack of proper preparation duc tolabour 
shortage and inercascd dcmand, which caused the deterioration 
in quality of domestic fucl. 

Practically all United States anthracite coal brought in 
was up to prce=war standard, but this standard could not be 
maintained when inferior fuels were mixed with it. «Although 
these difficultics arc likcly to obtain trhoughout the present 
fucl year, it is fully cxpected they will disappear next year 
With an casing labour supply. Consumers arc likely then, on 
account of kcen competition, to get better quality coal than 
before the war, 

Switching Charges 

« factor opcrating to the disadvantage of the inland 
yard dcaler is the railways' charges for switching service 
from Toronto docks to inland yards. In most centres similar 
in size to Toronto, the service is performed for 40 to 50¢ a 
ton, whereas the rates in Toronto are 80¢ to 90¢ per ton. 
Until recently thcy werc $1.25-$1.35 per ton but were reduced 
On compalint being made. 

BY MR. FRAWLEY: I would liko to understand that a little 
better. What would he an example of an inland yard with 
regard to Toronto docks? 

4% It might be any distance from the docks--5 miles, 4 or 95 


Miles from the docks. 
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Q But still in the city of Toronto? 

ig Ye@S. 

Q One of the railways would have a yard and it ig supplicd 
from the docks? 

i Partially. 

Q That is what you call an inland yard? 

4 I think it says here the average distanec is around 6 Miles. 

Q What purpose do those yards serve? 

Pawmey aro dealers’ yards. 

Q But these very efficient docks of yours, why couldn't the 
Supplics be obtained from the docks and cut down extre 
handling? 

& I don't know that ---- 

Q Well, that is sonéthing I want to discuss with you afterwards 
anyway, so continue.. 

MR. PalTON continues brief: 

On aceasions when this matter has been discussed with the 
railways, they have advanced the oxplanation that the Toronto 
terminals have a high operating cxpensec, but in view of the 
fact that coal is hauled from Sarnia to Toronto for 85¢ per ton 
and from #rieau to Toronto for 85¢ per ton, and in the letter 
case the rate is split between two railways, so that it is not 
likely the delivering railways get more than 65¢ for a haul of 
approximately 150 miles, it is difficult to understand why a 
charge of 907 should be made for a movement in Toronto that 
involves an average heul of six miles from dock to dealers! 
yards. fhis is e matter which, in our opinion, should be 
investigated by the Board of Railway Commissioners. 

BY MR. FRaWLEY: Isn't the very best way for the Board to 
investigate it on complaint of the Toronto Coal Exchange? 

MR. PalTON: That is the way the action would be initiated, 
(Continucs bricf): 

The #ole of the Wholesaler 


The wholesaler plays a very essential role in the distri- 
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bution of fucl in Ontario. it the present tinc only a rele- 
tively small proportion of the tonnage distributcd is sold 
direct by United States mine operators or United States whole- 
salers to consumers and the difficulty in gotting supplies dur- 
ing the war years by any onc hot having adequate and dependable 
sources of suppky has inercascd the importance of the Canadian 
wholesaler. Canadian industrial plants seencd to think, and 
quite rightly, thet a Ganadian distributing company would be more 
likely to look after their nocds than a Unitod states operating 
company or wholesaler with scores of big accounts clanouring 
for coal. The Dominion Governnent also encouraged this trond 
to Canadian wholesalers by giving many large coal uscrs tho 
thought that it would bo advisable to assist the exchange situa~ 
tion by keeping Canadian money in Canada through payment of 
commissions to Canadian companics rather than to United States 
companies. 

aside from the fact that Canadian industrics like to buy 
from Canadian companies, the Canadian coal wholesaler porforns 
valuable scrviccs for his customers. He has made largo invest- 
ments in a chain of docks and in dock equipment oxtending fron 
the §t. Lawrence to thc head of the Lekes to which a large part 
of the coal used in this erea is brought in during the scason 
of navigation and stored for consumers for dclivery after the 
season of navigation has closed. During the war period this 
proved of tremendous advantage to Canadian retailers and con» 
sumners since this storcd coal lasted us through periods of 
transportation tic-ups, transportation embargoes and a number 
of other emergencics. Furthcrnmore, the Canadian wholesaler is 
fully acquainted with market conditions, with the numerous 
sources of supply and with the complex freight rate structure 
forming an important clement of cost, and can give his cus- 
tomers the benefit of this spccialized knowledge. The docks 
also give a lot of employment, pay lerge rentals to harbor 


authorities end several hundreds of thousands of dollars in 
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Saeeeteteeemieemeattioed 


taxes to local communities. 

Since the ccntral Canadian area is not so highly indus-~- 
trialized as many parts of the United States, umcoricen nino 
operators found it quite expensive to send men up into this 
territory to make salcs in competition with Canadian wholesalers 
who could spread their costs over many lincs of coal and offer 
a full line to customers. These factors have caused United 
States mine opcrators gradually to withdraw from this field ex~ 
cept for some of the large accounts, and to use Canadian whole- 
Salers as their media for effecting sales, 

BY MR. FRAWLEY: In addition to that you find the two 
railways of Canada, with coal purchasing departments, using 
Canadian wholesalers to buy their coal? 
teres, wulat is a fact. 

MR. PuTTON: I shauld mention here that we insert at 
this point charts showing the trend of prices on the different 
Kinds of fuel used in Toronto over the years 1922 to 1944, 

BY COMMISSIONER McLaURIN: Consumer priccs? 
ma Y6R. 

& Rotail cconsuncrs! prices? 

& Yes. It is indicated on each table. 

BY MR. FRuawWLaY: Looking at your charts I don't sec anything 
here for the bituminous that comes in, which is the biggest 
thing that comes in fron the United States? 

i These are domestic prices. Pocahontas is bituminous. 

@ Yes, but you are treating it here as a domestic fuel, aren't 
you? 

NEE 

Q Don't you think that you could supplement these charts by 
something on the coal that really moves in in large volume? 

@ Probably we could. 

BY COMMISSIONER McLAURIN:. It is harder to fix prices for in- 
dustrial coal. It is sold at different priccs. The chart 


would be pretty weighty, wouldn't it? 


. 

-—_ a 
ie ai ee aye asia 
eiaiee to “E sie ostnics® % edad 
o (Goerert opebets, wit ’Ss a it 


ny Pa ra a mt : 
ae pint etal % 7 nia Paley ae, ~ ie ahs ‘ost 4-o 
7 io : . 5 oa 
_ iiagesatuds mab aanad: Ae im co hg bf 660550. Re: Saie@ aa 
ae ee ey : s 
mite Gin 1245. fo pork i: Yum cew aie &  Slece ia 
7 iy, Pat . Soe beat eee : } on 
a | pM ice Seusio cya eos? SSALRT: 47: er} cea 
| rameter! altfiy ic te Were y fw od Lia wie 
7 iw a WF ee 225 ? 
rae Cae = *)* =? : 
—_ , ste * a ve ; r 4 wets g © ho | ioe 1 Rf 
“ q * 
awe roy ‘ ol Fat 
: - 2 c ee. 


7 « Ma ey het 4 

‘ on Mae 8 it + 

tiger) teeta laa ore 
4 gah vs 


o . . a ‘ 
is ek ae ae! 
z - ow on = 2! We ones Thi ere 
4 P RGF > SERA os : oF uld! & 3 tog 
ae ; ; 2) ie 7 


OT Aa ete gae so) Logz'-26¢ 


gn ol Oss ad 
* pif iy Ae tae 
Sree ag an a ¥ 
¢ pyres A “aT pie oe 
a 
P fn) ae 
te 
%y 
’ —wv 
*i- 
a 
0 9 
a 
Ly . . 
& 
/ & ‘ 
- é by a 
sd 
. 
rod i] 4 
1 Pw 
alah 
’ 2 
its a i t Laie } v1 i iJ 
- . (Seared 
acy . 
‘3 
a4 Norn £4) 
‘ Ls ‘ 
Ae r ies 
* 
& 4 AF 4 
t am :. A id Bise 
. Ds Cea 
‘ . : 
a 
é 5 ‘ha 
. 
” 
a i 


We ~4619={ M. J. Patton 

a It is hard to gct a represcntative figure. 

BY MR. FRAWLEY: “e have other places where we could get the 
figures, of Souree 

BY COMMISSTONGR McLAURIN: How would you make those charts? In 
the domestic ficld the prico ig standardized, but in the 


industrial ficld it is not. I don't know how you would make 


BY MR. FRAWLEY: as long as wo had tho information I wouldntt+ 
Gare if it was in a chart or not. It would be interesting 
to know just what these variations are, and how there Gan be 
such variations. 

4 Gonditions of sale are different, physical conditions. 

& “ell, that is thc actual business of Canada, indus trial coal, 
SO far as volume is concerned. 

BY COMMISSIONER McL.uURIN: I know, but you started off talking 
about a chart. 

BY MR. FR«aWLEY: I quite agrec; I don't see how we could Bob a@ 
chart. 

BY COMMISSIONS2 McLaURIN: If furthcor information is required 


J. 


we can g¢ it from other sources. 

BY MR. FRAWLEY: I don't suppose this Coal Exchange has it? 

BY THE CHiIRMN: I wouldn't think so, because that is one of 
the things we kept off the record in the province of Nova 
Scotia--salc prices. 

MR. PaTTON continues briefs: 
varitfis on Solid Fuels 

Inportations of coal and coke into Canada are subject to 
the payment of customs duties. Imports from the United States 
nave also -to pay an oxchange premium more or less arbitrarily 
set by the Forcign Exchange Control Board of 11% of the velue 
for duty, which to all intents and purposes is just an addi~ 
tional duty. Until June lst last a war cxchange tax of 10% ot 
the value for duty was also collected. 


BY COMMISSION? MeLsURIN: Would thero be any coke imports? 
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MR. P..TTON: Well, not vory much. 

BY COMMISSIONER McLAURIN: «4 pretty hard thing to bring 
over water? 

MR, PuTTON: Yes. (Continues bricf); 

The present rates of duty on anthracite coal, which have 
been in effect since 1932, are free, 50¢ and 50¢ por net ton, 
according to whether the inportation is under the British 
Preferential, Intermediate or General Tariff rates. Imnporta- 
tions from the United States take the Intermediate Tariff rate 
of 50g per ton. Fron 1897 to 1932 anthracite, anthracitco dust 
and coke were frec of duty under all tariffs, but in the last 
mentioncd year, as a result of the Ottawa .grcements, duties 
of 50¢ a ton under the Intermediate and General Tariffs were 
inposed. Duty free cntry was accorded under the British Profer- 
ential tariff. «sat the same time a duty of $1 a ton was im~ 
posed on coke imports, except those coming under the British 
Preferential tariff, which are free of duty. 

BY THE CHAIRMuN: They rather changed the meaning in 1932 
of preferential tariffs. In the old days they were never con- 
sidred to mean that the people who imported from commonwealth 
gountries would give a free tariff to British goods, but would 
Give a lower tariff than they charged on other goods. Here 
you are talking of anthracite coal coming from Great Britain 
being on the preferential tariff. You sec what I mean? It 
doesn't carry any tariff at all. 

MR. PATTON: It might not carry a tariff, but it carries a 
preference. 

BY THE CHsIRMaN: It ean't be a preferential tariff. 

& Yos, that ig the way it is termed. 

Pat know, “Tl am-not (criticizing you at all tor 10; but lam 
just wondering whether or not it was ever intended when 


prefcrcenticl tariffs to Great Britain were established away 


back previous to 1900. 
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4 Probably this particular use of it was not intcndoa at tho 


time of its origination. 


& 


Because it is not a preferential tariff, it igs ea free taritrT, 
4 It is a free tariff from Great Britain, but if at the sane 


tine you put on duty from other countries, it is a preference. 


rm 


Of course it is a preference, but I don't think it is fair 
to put that kind of a commodity in a preferential tarifr, 
« It is just a yucstion of terminology. (Continues brict); 

Bituminous coal and lignite (including enthracite in 
sizes smaller than barley) is dutiable at rates of 35¢, 7o¢ and 
75¢ a ton. In 1879 bituninous eoal, aS In Tact all ecal, was 
dutiable at 50¢ a ton. In 1897 the duty on bituminous, round 
and run-of-mine, was changed to 53¢ a ton, whilst slack paid 
a duty of 20% ad valorem but not exceeding 13¢ a ton. In 1906 
this was changed to 35¢ 45¢ and 53¢ a ton for round and run-of+ 
mine, while slack was nade dutiable at 10¢, 12¢ and 14¢ a ton. 
That continued until 1925, when the duties were Changed to 
30¢, 355¢ and 50g a ton, and they remained at these figures 
until 1931, when the present rates became effective. 

The removal of customs duties, exchange levies and other 
impositions on United: States fuels would operate to the advan-~ 
tage of industrial and domestic users in central Ontario and 
would support the coal trade generally in its competition with 
Oil and gas. Howcver, we do not feel competent with the know- 
ledge at our disposal to pass judgment on matters of this 
kind, which have such far reaching implications and affect 
the whole national economy in such a fundamental manner. We, 
therefore, make no recommendations in regard to then. 

The coal trade of Ontario is apprehensive particularly of 
Oil competition in the years immediately ahead, and this com~ 
petitive condition will become more serious if and when sube 
Sidics on domestic fuels are removed. 

BY THE CHuIRMAN: I think you did; perhaps you didn't 


intend to. When you say you make no recommendations in regard 
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to tariffs, I think if you will look over the first part of 

your bricf, Export Trade and that sort of thing, that you mde 

@ veiled recommendation thore,. 

« “eo make no specific reconmednations,. 

Q No specific; I can see that. Do you think it is altogether 
fair in our tariff structure that British anthracite should 
eone in free and 4merican anthracite, both of which after 
all are cxternal trade, should come in on a duty of 50g per 
ton? 


& i have no instructions on a point like that at all. 


& 


Youwusre not politician? 

a No. 

& No, but dealing with the coal trade I would think you woulda 
have some opinions, or your board would have sono Opinions 
on that? 

i We are merchandisers of coal and get it where we can buy it 
to the best advantage. 

BY MR. FRAWLEY: Docsn't the Dominion Coal Company belong to 
the Toronto Coal Exchange? 

A&A It does. 

Q@ Is the Dominion Coal Company supporting what is in this 
brief? 

4&4 Well, they are a member of the association. They have had 
an opportunity to ¢xpress an opinion on it if they wanted to, 

Q Do they have a member on the board? 

4 I think note I beg your pardon; they are not members; I 
understood they were. 

BY THE CHAaIRMuN: Mr. appleton is here. «are you a member of 
this? 

MR, «wPPLETON: No. 


a 


BY THE CHAIRMAN: I don't think any of the larger coal com~= 
panies arc, Mr. Craig, are they? 

MR. We LLOYD CRilG: No. 

BY THE CHuIRM.N: I think there would be a differont complexion 


on this bricf if they wers. 
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MR. P.TTON continues bricf: 

Crude oil presently is admitted into Ganado duty froc. 
We strongly fecl that this competition shouldbear the same duty 
levics as domestic and industrial fucls. If and whon price 
subsidics are removed by the Commodity Prices Stabilization 
Corporation, perhaps the whole matter of tariffs and other 
levies can be reviewed by the Tariff eae and the Minister of 
Finance. 
BY MR. FRaWLEY: Let me stop you there. That is plainly a recon- 

mnendation, isn't it, and one I dontt think you should be shy 


about. Crude oil comes into Canada free of duty, is that 


1S. 

Q@ and it is made into fuel oil in Toronto and other refiner~ 
ies in the Toronto area and then it is sold in competition 
with your product? 

ae XY CS. 

Q Have you any views to express, when the coal that you bring 
Mm is subject to a duty? 

& I have no recommendations outher than whet is said here. 

Q You will stick to your brief? 

i I will stick to the brief. 

Q That is your suggestion, that there should be a duty put on 
the crude? 

& The indication is there. We suggest that the whole mtter 
be reviewed. 

BY COMMISSIONER McLAURIN: I take it the Toronto Coal Exchange 
igs willing to have the whole tariff question reviewed, 
whether it is on furniture from Grand Rapids, Michigan? 

MR. PulTON continues brief: 
Subventions 
Subventions on coal are paid under orders in council 
the texts of which are reported as an appendix to Coal Statis- 


2 ~ = wad > 5 oF 4 s i 4 
ties of Canada published by the Dominion Bureau of Statistics, 


The tonnage 
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coal assisted by subventions in Canada 


and the anounts paid out in such subventions are shown in the 


tables which follow. 


Calendar Net Tons 


Year Moved Total Per Ton by assisted Tonnages 
1937 2,637,845 & 2,449,588 & 99 heteo Lie 
1938 2,030:;,536 Sol 292 oo 843 ,235 
1939 9,406,598. 4,092,399 ESa6 poo se Od 
1940 3,008 ,290 4,315,590 1.43 1,213,090 
TONNAGE sND COST TO GOVERNMENT 
OF NOVs SCOTIU COL MOVED UNDER ASSISTED RuTES, 
1937-1940, INCLUSIVE 
Cal- TO QUEBEC TOUONTARTLO TOTAL 
en= 
dar Net Tons Cost to Net Tons Cost to Net Tons Cost to 
Year Moved Covi. Moved GovTt. Moved Gov't. 
eo en ee. Aas ee ee Si [aa eee teem FE 
P ~ eee 
: ’ : ' awe ' ‘ ee t 
1937 Seo oOo 497,649 1,083,266 1,288,443 1,908,821 1. too. Toe 
1938 687; 6282 443,529 689,493 809,784. 2,077 315 255, 0b 
mes 1,016,522 656,436 1,404,172 2,331,968 2,420,694 2,988,404 
mee” 71 5209,5528 1,473,806 (Ol, GLO: 1169, 56L « 19405570. 2.646.567 


COL MOVED UNDER .SSISTED RuTES 


IN CiNaDdDi, 1937-40, 


Cost of assistance 


INCLUSIVE 


Man-Days Represented 


SUBVENTIONS P.alD ON WESTERN COuL MOVED INTO ONTARIO 
1928 = 40 INCLUSIVE 


Calen- Net Tons 
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«MOUNT PuIlD OUT IN SUBVENTIONS ON COAL SHIPPED INTO 
ONT:RIO wND QUEBEC FOR RILW.Y USE, 1937-40, INCL. 
ae Ee POR ReTLWAY USE, 1937-40, INCL. _ 


Calendar To Ontario To Quebee 
Year 
Net Tons Cost Net Tons Cost 
1937 SIT Sam ie eae ae pee mone ar 
Fron Alta. 70,288 ¢§ 128,037.71 - § = 
= BeG. Tovar CO pi ole? ~ - 
u Ne oe eocoycoL Blt e005,08 584,401 417, 185..235 
, 518,808 420,121.90 Do4, 401 47,105,005 
193 : je 
From ilta. 672205 Eel, 693.25 - ~ 
: B; U% 17,266 et Loeb = = 
Wy N, pe Lol sore 142,728.19 311,409 49,060 eo 
BoO;019 B95, 180.69 BIT.405 te Heeco5 
1939 : 7 
prom Alta. 142,782 268,921.47 o ~ 
- 3, 1G. G2 ,047 LOG .2h7% 65 - ~ 
¥ bask. 1,019 Bo Oe UU - ~ 
tt ie Oe. OO ore 864,048.55 604,012 645,944.18 
~ 69L,726 1,290, 380.07 604,012 243,944.10 
1940 aoke ‘i oi 
ecom nita, 615,117 a cA Ga a ep ie ~ ~ 
“ GB C. £37,905 atO ,000.06 ~ - 
iy Sask. £21,990 HLyeoe. 00 ~ - 
Li Ma oes VOD who Aatswswewel®) 90,432 907010 66 
| 825,75 TIVE E20.0L BOE Be, CICS 


The Dominion Government has for many years assisted the 
movement of Maritine Province and Western Canada coals to cen~= 
tral Canada. Subventions and bounties of this kind, a perusal 
of the budget specches and debates in Parlianent shows, are 
usually initiated with the intention that they are given as a 
temporary aid to industries that have promise later of becoming 
self-sustaining, and will be withdrawn when that stage is 
reached. usalmost invariably, however, this 6rowing-up period is 
delayed and the aid is usually continued longer than et first 
anticipated. 

BY Mk. FRuWLEY: Just like the furniture factory in 
Stratford, I suppose? 

MR. PaTTON continues brief: 

In the case of Maritime Province coal it would seem, in 
View of the increasing cost of mining as the workings, now 4 
Miles out under the ocean, extend still further seaward, that 
the fact may as well be faced first as last that subventions 
must be continued indefinitely if present central Canadian mar- 


kets are held, and indeed must be increased if, as suggested by 
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the Nova Scotie coal mining interests, these markets arc to be 
xtended farther and farther westward, 

Herc again, however, as in the matter of Customs tariffs, 
the continuing or increasing of subventions on cither Western 
Canada or Tastern Canada coals involves such fundnnental natters 
of national policy and the balancing of cononic effects as bee 
tween large sections of Canada that we do not feel qualified to 
6xpress an Opinion either for or against. 

BY COMMISSIONER McL.URIN: Now let me stop you there. 
That is just leaving us where possibly the work of this Connis-~ 
sion begins. That is probably why this Commission was appointed 
and that is protcbly one of the matters that wo have got to 
grapple with. Now arc you just going to leave us where the 
problom starts? You are a coal industrialist. You have exon”) 
this problen to strugcloe with. You say, “Here it is." Well, 
we knew that when wo got on the Coal Gommission. What we would 
like-is help from all those cngeged in the coal industry. 

MR. PuTTON: We realize that, but we are in a peculiar 
position also by reason of the opinion of the ranks of the 
Exchange. We can't come out with an opinion one way or the 
other, 

BY COMMISSIONER McLAURIN: It is one of those subjects 
that has to be grappled with and thc Commission will have to make 
some specific rocommcondation and be able to base it on proper 
facts. 

BY MR. FRAWLEY: I think if you have a divided opinion 
in your Exchange it would have been well to put in an uppendix 
é, With pro views, and s~ppendix B with con. 

MR. PulTON continues brief: 


a 


Present Supply Sources § 


atisfactor 


The fuel dealers. of Ontario feel they have been accorded 
very fair and considerate treatment before and particularly 
during the war ycars by their United States suppliers and would 


‘i Hs ey See a re eae ery 
favour the continuance of conditions which will permit them to 
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carry on their business with their usual sources of supply. 
wll of which is respectfully submitted. 
i Ore Or Cs We0rd Eten CH Wee 
H. W. WHITH, Chairman 
H. G. RATCLIFFE, Vice-Chairnen 
H. R. LOCKYER, Secretary 
F, S. ViNSTONE, Treasurer. 

BY THE CHAIRMAN: There was an increase in coal ellowed, I be~ 
Live, Dy Coal Control during the war? 

MR. PulTQN: «an inerease in price, 25 cents, 

Q Did that increase in price in Toronto synchronize with the 
formation of this organization here, 

gm No, I don't think so. 

BY COMMISSIONER MCLAURIN: This was an additional allowance to 
distributors for ange service they were performing in distri- 
buting coal, was it not? 

& It was an additional allowance, y6Se 

Q That is what it was for, I mean? The price of coal ‘varied 
and the Commodity Prices Stabilization Board had to take Up 
the real sleck? 

& By a very narrow nargin. 

BY THe CHsIRMuN: What struck me was that this increase took 
place just about the time your organization was set afloat? 
{ did have a note here as to the year, 

BY MR. FRaWLEY: It was formed at the suggestion of the Coal 
Control authorities? You were actually formed at the SUSEES< 
Glow of Coal Control in 1943? 

me” Les. 

BY THE CHiIRMaN: The sane as the great big organization in 
Canada, at the same tine? 

BY MR. FRAWLEY: Was that suggested by Coal Control? 

BY THE CHAIRMAN: Yes. 

MR, PuwITON: The price inerease was effective May 18, 1943, and 
the Exchange was formed in October. 


BY THH CHAIRMAN: There was perhaps one other question, a question 
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about the matter of export trade, the great necessity of 
keeping costs of nanufactured goods in Canada down, in which 
of course coal enters into the whole thing, but aftor Bi 
wha. is the best market for Canadian manufactured goods? Is 
it the homc market or the market abroad, outside of wheat? 

I would think that the homc mrket takes the greater volune 
of our manufactures, 

Yes. Well now, if you want to got cheaper coal, for example, 
that is going to interferc with the mon who arc in the coal 
mines and the people who are digging coal, and how do you ex~ 
pect that Nova Scotia, for cxampleo, and alberta and other 
coal regions are going to buy your manufactured goods in 

this plaee if you are not going to allow them to get the 

best price they possibly can for coal, or as a matter of fact 
be willing to pay a littlc more for your coal? 

I would say personally that was a matter of balance that would 
have to be figured out, considering the number of people in~ 
volved. 

The number of people involved, what do you mean by that? 

The number of people in those industries, for instance the 
coal industry, that are dependent on selling their product. 
Yes? 

I have no instructions. 

I mean to say, wouldn't it be better for the economy of this 
Country, the financial economy of this country, if manuface 
turers would try to buy the things that are necessary in the 
manufacture of their goods on the home narkets? 

Yes, if the prices are reasonably near the prices they could 
buy for 6lsewhere. We heard that same thing discussed this 
morning in the railway brief. ‘the railways concerned this 
morning were willing to help the lccal industry. 

Has your Exchange figured out what the manufacturers of this 
country who use coal entirely in their output must get their 


coal for, what they must have bought their coal for, pro-war 
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days, in order to soll their goods at the price at which 
they were sclling? 


Wo, [I don't think we have. 


MR. PalTON Sworn by the Chairman as to facts, the opinions 
expressed and the information given to be founded on a 


reasonable basis. 


EXAMINED By Mr. Frawlcy. 
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us 
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Describing tho docks, these very efficient docks, and they 
seem to be so=--=now what I am concerned about is why you have 
to have so many yards when you have those efficient docks. 
Is there any possibility of olininating some inefficient or 
unneccssary hendlinz end rewhandling of the coal by making 
more use of the docks as a source cf distribution? 

I think the answor is, competition will take caro of that. 
How dS you moan, competition? 

One source of supply has too high costs, can't compete with 
the other, he will either have to compete with the other or 
Go out of business. 

You mean to say if the yards were not efficicnt and well 
operated they would go out of business? 


they would go out of business. «4 lot of them did. 

If there was not a place for them you say competition wuld 
take care of it? The docks in any event are not used as 
places wherc feeiens send their trucks to get their supplies? 
Oh yes, they arc. They partially use the docks, 

I understand that on the Dominion Coal Company's Windmill 
dock a eat many dealers send their trucks direct to Wind- 
mill dock and take the coal off and deliver it into the 
consunerst homes. Isn't that done in Toronto at all? 

That is done. 

and then you have in addition to that yards where coal is 


tanen from the docks and stored and is delivercd out by 


trucks to the consumer? 
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@ and your answer is if thore is double handling in that it 
must be sound or competition would elininate it? 

BY COMMISSIONER McL.URIN: You are speculating on it. Now is 
there somebody here who can toll us whcther the yards arc in 
business? 

BY MR. FRaWLEY: Mr. Patton says they are. 

BY COMMISSIONER McLAURIN: There is a group of coal men here fron 
Toronto. They will tell us what service the inland yards give. 

BY MR. FRaWLEY: It is understood those gentlemen arc here to 
answer in case Mr. Patton is not correct or insufficiently 
answers. I am makin the suggestion that Mr. Whito might 
answer the questicn. 

MR. H. W. WHITH: The answer, in addition to what Mr. Patton 
has given you, is that there are a thousand different grades 
of coal that aren't in the hands of a cortain fow people, 
they are spread around anonsst a number of pecple, and each 
dealer sells his particular grade of coal. He has to mMve a 

place for it, and since he hasn't got a dock he has to have. a 
yard. Furthermore he has a community to serve. «a person 
calls up on the telephone at six o'clock at night or Sundays, 
and the docks are closed, and wants half-a-ton of coal, that 
is right there for hin. 

BY COMMISSIONER McLAURIN: Just like a corner grocery. 

Mek. WHITE: The yard serves that particular community. He goes 
down to the dock for other grades of coal that he hasn't got 

oom in his yard to store, 

BY MR. FRaWLEY: You say there is nothing unsound or inefficient 
or wasteful in that kind of distribution? 

A Well, it is not wasteful inasmuch as it serves its purpose. 
In comparison cof prices there may be something wasteful, but 
the service that is involved nakes it a necepary function. 

BY MR, FRAWLEY: Now, Mr. Patton, I don't quite know what you 

on page 44 to what the Dominion 


mean in this reference 
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wholesalcr--"by giving many large coal users the thought 
that it would be advisable to assist tho oxchange situation 
by keeping Canadian money in Canada through payment of cone 
missions to Canadian companies rather than to United States 
companics." Thc United States companies have to ect the 
dollars ultinately. What saving is therc there? 

He PulTON: . They don't get as many dollars, 

Q Don't get as nany dollars? 

A No. 

& TIhcy cet all the dollars they necd to pay thom for their 
coal. what more dollars could they possibly hope to 

& if they sont a salcosmen around here calling on those ac- 
eounts thoy would have tc include his expenses. 

BY COMMISSIONER MeLaURIN: Well, did the Dominion Governnent 
bring that about so nuch as just the hard reality of scll- 
ing the coal the cheapest way and getting the maximum anount 
aL DOLE? 

& Iam told that quito pointed references was made to that by 


Governnent authoritics; do what we could to Keep the monoy 


MR. WHITE: I think the fact is that salesmen comc out fron 
Pittsburgh and make the round in Canada during the course 
of the woek and esmc back in thnee weeks! time and so on. 
The expense involved is time spent in Canada and their 
salary in Pittsburgh; they spent their money in Pittsburgh, 
but under the prescnt sct-up these companics have estab- 
lished offices in Toronto, where they ciploy staffs of 20, 
30, 40 people, all of whom are being paid out of the profit 
on the distribution of coal, so that you have established 
employment those these offices in Canada, whereas at one 
time the work was done by salesncen from their home office, 

BY M2. FRuWLZY: Was it the Dominion Coal Compeny that brought 
about the establishment of the Pittsburgh Coal Company in 


Toronto? 
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Ma. PalTON: The Dominion Coal Company? 

Q The Dominion Government? Did the Doninion Government make 
the suggestion that resulted in the Pittsburgh Coal Company 
establishing its Canadian subsidiary? 

& I understand so. 

@ Mr. Grayburn, can you add anything to what has boon said 
for the reason of the establishment of subsidiaries in Canada? 

MR. GRAYBURN: Well, in our case we started off hore with a 
Salesman coming over fron Buffalo. He got selling coal here, 
found there was a good market for it. It expanded. It is 
certainly far better than Ret ae a& man come from Buffalo, 

Q But the question of spending more United States dollars when 
a person bought Pittsburgh coal from the snerican company 
than would be spent by buying it in Canada, did that enter 
Lt: 107 

MR. GRiYBURN: I don't see why it would. I mean, coal has got 
to be paid for in the States eventually. 

Q So far as you know, did the Dominion Government have any-= 
thing to do with your company establishing its. Ganadian 
subsidiary? 


MR. GRAYBURN: Certainly not. 


ee 


BY COMMISSION ER MeLaURIN: That is wrong then, Mr. Patton? 

MR. PulTON: «according to what I am told there was an influence 
there intended to throw Canadian business to Camdian 
wholesalers. 

Q Who told you? 

« Mr. Hotchkiss was the man who gave me the suggestion. Let 
mé develop it. If a prospect indicates that he would rather 
buy from a Canadian wholesaler rather than direct from an 
american company, it is going to have some bearing on how 
that coal is going to be sold. In a few instances it may 
have no influence whatever, but a volume of that sentiment 


piling up, it does have an influence. 
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BY COMMISSIONst MeLsuURIN: Not tho Dominion Govornment? The 
bricf said the Dominion Government. 

BY MR. FRaWLEY: You did say some cfficials of the Dominion 
Government, and while we aro here can you toll us who tho 
officials werc? 

Mas ParPON: I have no information as to who the officials were. 
I know the officials of the banks are all officials of the 
Foreign Exchanges Control. 

Q The rittsburgh Coal Company wore here before tho wer, woren't 
they? When was your company cstablished, Mr. Grayburn? 

BY COMMISSIONER MeLAURIN: Oh yes. Wo don't nocd to ask that, 
Mr. Frawley. The yittsburgh Coal Company was horo for 15 or 
20 yoarse 

BY DR. HOWLAND: He says the Governnent encouraged the trend. 

Me. r£alTON: The fact is that the trend has gone that way. 
some of our menbers secn to think that that was the influence. 

BY COMMISSION:32 McLaURIN: But the picturc was protty woll crys- 
Sii22ed Many yours petore 19397 wasn't “it? 

BY THE CHaIRM.N: Tho thing I would be taking objcction to, 
Beeausc I don't think you have information to substantiate 
it as far as I can soc, is the statcmcent that "the Dominion 
Government also cnccuragcd this trend to Canadian whole=# 
Salers by giving many large coal uscrs the thought that it 
would be advisablc to assist the exchange situation by keep~ 
ing Canadian moncy in Canada through payment of commissions 
to Canadian companics rather than to United States companics,n 

MR. WHITH: There is one other angle that I thought Mr. Grayburn 
micht cover and that is that the Dominion Government did en- 
cour age the amorican companies to hold their exchange here in 
Canada when exchange ratcs were “favorable and I think that 
devcloped into the cstablishnent of accounting department in 
sonc of thosc jmerican concerns, so that they grew, and have 
erown now to be well organized organizations on the same 


basis as any other company in Canada. 
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BY TH! CHAIRMAN: I know, but they were organized in 1940, wi ef ae 
£963) 2957). 

MR. WHITH: Oh yes, thore werc times when cxchange was quite 
improved before that, 

Q@ “cll, war exchange we are talking about now? 

a Woll, I an speaking about exchange when oxchange was favor~ 
able, anywhere from 5 to 15 per cent, when it was favorablo 
to us to hold that moncy hore it was held here, 

BY THE CHAIRMAN: If you notice the oath that we put to the 
witnesses here, they swear to the facts and that their in- 
fornation will be bascd on places that we can look to, if 
necessary, to substantiate what they say, and that their 
Opinions will have a substantial basis. Now do I understand 
this witness to be swearing to that last item there that he 
has a fair basis of information in his possession? 

MRe rualTON: I don't think it is necessary to have this sentoncc 
in at all to make the point, Some members folt that way and 


dLEtLeal tr thine 


jab] 


it Was SO Cxprésscd in the brief. It is 
tO rpovGc. 

G& You sec you arc making a very serious statement here; "Phe 
Dominion Governncnt also cnecouraged this trond." Now I woula 
like to know. how,put your finger on the department that did 
it; oY goncthing of that kind. 

BY Ma. FRuWLEY: Wo want everything brought out before this 
Commission, and Gf youvedn £0 back, four; five, tom years. 
You say Mr. Hotchkiss gave you that impression. You and Mr. 
Hotehkiss nisht think it important enough to go back and put 
your finger on something specific enough to say .. .- 

lik, PuTTON; I dontt think it is important enough. 

BY THE CHulRiN; Well, if it is important enough to put in--do 
you want to withdraw it? 

&% Yos, I would withdraw it. 


@ You nust have thought it was important? 
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& I thought it was an influence, but if you don't aonsider it 


important « « « 


pre, 


I do consider it important, but what we are getting at is this, 
your basis for making that statement, and if you havo no 
reasonable basis then you should cut it out. 

4 -I have told you my basis for it. 

Q Where did you get your information? 


20tG it from Mr. Hotchkiss. 


& 
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Q are you here, Mr. Hotchkiss? Can you tell me that you got 
that from a Governncent official? 

MR. HOTCHKISS: I think there is some misunderstanding about it 
in that it applics to the time since exchange was a factor 
during the war period and that the Fuel Board officials en« 
couraged Canadian consuncrs to make their purchases from 
Canadian houses as the commission that was involved in that 
sale would be retained in this country, thereby retaining 
additional smerican exchange in Canada if they did so. 

& “eli now, you see that was brought up by my fellow Commission-~ 
er. 411 those organizations, Canadian selling organizations, 
were in before the war, and the fact that the. Dominion 
Governnent allowed them to continue doesn't say that they 
Cneouragod the trend. 

MR. HOTCHKISS: They actually did encourage consumers after that 
time to make purchases from Canadian companies in preference 
to wmerican, as the anount of commission was retained in Can- 
ada, and thet was the objcct of that sentence. 

BY MR. FPRuWLEY: Now then, did that add to the number of existing 
Canadian wholcsalers? 

moh Old NOt 

@ Mr. Fratton, would you look at page 65, and this is something 
you can do and send it in to ys. There is a reference thers 
tc U.S. federal transportation tax of 4 cents per net ton, 
U.5. funds, to be added on coke originating in Buffalo and 


Detroit. ‘Would you mind just double-checking that and writing 
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the sceretary if that is so? 
MR. PiTTON: 
a OSs 


Q@ Then I just want to emphasize your position in one other nat~ 
ter and that is that you do find, do yous, that fuel oil 4a 4 
serious factor in competition in the Toronto area? 

4 I think it would be correct to say it is becoming a scrious 
factor, it is growing. It is not so much now but it is grow. 
ime Feo. ys 1 understand there are a large number of appli- 
cations in for oil-burning equipment which at the present 
time cannot be filled. 

® That is what we are told all over central and eastern Canada, 
The only recommendation you make: ‘We strongly feel tmt this 
competition should bear the same duty levies as domestic and 
industrial fuels." You mean by that that it should carry a 
duty somewhat comparable to the 75 cents a ton on United 
States bituminous coal? Is that the submission you are mak- 
ing to the Commission? 

& No, I don't make that submission. 

Q Well now, how else are we to read it? 411 I was doing was 
taking what I believed was the obvious inference. 

& You tcok bituminous coal, whereas oil burners are used mostly 


in domestic heating. 


© 


Well then, would you be satisfied with the duty of 50 cents 

a ton that is levied against anthracite coal? 

4 I think the situation should be reviewed and mve them put 

on an even basis, on a competitive basis, as far as tariff is 


concerned. 


PB) 


“nd you would favor a levying of the duty on the crude oil 
rather than removing the duty on the coal? 

4& Ihave no instructions on that point at all. 

BY COMMISSIONER McLAURIN: Just a case of two Wrongs. 

BY MR, FRAWLEY: . Aas president of the Exchange, Mr. White, have 


you anything to add to what Mr. Patton says? 
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Mk. WHITH: Nothing more, except to say that so long as compe-~ 
tition is equal we are not concerned whether the duty is on 
OF Of2. “IT it 1S On one it ‘should be on the other,-but ist 


it ig.off ons Le should be off the other. 


Q@ zt the moment 1G ke On COnly 

i, “ell then, it should be on oil. 

BY COMMISSIONER McLAURIN: Don't you think a better position 
would be, instead of making two wrongs you should strive to 
get it off the thing you don't like instead of putting it on 
something else? 

BY THH CHALRM.N: He may not think it is wrong. 

BY MR. FRAWLEY: dnd so far as subventions are concerned you 
think the growingeup period down in Nova Scotia has been 
somewhat delayed? You say that, Mr. Tatton? 

MR. PATTON: No, I didn't make any representations regarding 
that. 

Q Well, you say: “Almost invariably, however, this growing- 
up period is delayed and the aid is usually continued longer 
than at first anticipated," 

eo ct started in. 1922, I think 1% was. You can draw your own 

conclusions from that. 

Tt was first talked about in 1928, I think; the first coal 

moved in 1932, but some of those infant industries in Ontari 

have been here a lot longer than that, have they not? 

& To what do you refer’ 

Q I refer to the tariffs that were supposed to help the in~ 
fant industry get operating, Grow Up. 

& Oh, there are lots of cases of that. 

® There are lots of cases of delayed maturity among Ontario 
manufactures? 


BY THE CHAIRMIN: Thank you, sir, for your brief. 


4.00 P.M. - COMMISSION .DJOURNED UNTIL OCTOBER 10, 


1945, at 10.00 ..M, 
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S. -4638- S.C. Welby 
THE ROYAL COMMISSION ON COAL 


Ottawa, Ontario, 
October 10th, 1945. 
The Royal Commission on Coal convened at the Court 
Room of the Board of Transport Commissioners, Ottawa, Slane 
on Vednesday, the 10th day of October, 1945, at 10:00 A.M. 
PRESENT: 
Hon. Mr. Justice W. F. Carroll, Chairman 
Hon, Mr. Justice C. CG. McLaurin, Commissioner. 
J. J. Frawley, K.C., Commission Counsel 


Robert D. Howland, Secretary 


BY MR. FRAWLE - Mr. Velby, the General *uel Agent for the 
Canadian National Railways, will present that Company's brief, 


Which is marked - EAHIBIT 220. 


MR. S.-C. WELBY then read Exhibit 230, as follows: 
i. FUEL REQUIREMENTS 

The Canadian National Railways operate almost 24,000 
miles of railway, of which approximately 22,000 miles are located 
in Canada; serving the whole of the Dominion and forming waat is, 
in effect, a double transcontinental system extending from the 
atlantic to the Pacific. Climatic conditions under which the 
Railway operates include some of the most difficult in North 
America, sub-zero temporatures being commonolace in the winter, 
and blizzards and snow storms being of frequent ocerrrance. Undor 
these conditions, in recent yoars, 80,000,000 tons of revenue 
freight and 35,000,000 passengers have been transported annually. 

This transportation effort creatos a constant and heavy 
demand for fucl for operating locomotives, shops and roundhouses; 
for heating passenger coaches, hotels, stations and offices; for 
bunkering steamships; for the protection of perishable goods; 
for cooking meals in dining cars and hotels, and for many other 


purposes. In view of the importance of this commodity to the 
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successful carrying out of its transportation responsibilities, 


29, 


the U.N.R, has set up a dopartment under tho jurisdiction of tho 
purchasing Vice-President, whose sold function is to purchase 
and distribute thefucl requircmonts of tho system. 

In spite of bligzards, transportation breakdowns, 
interruptions in mine shipments, and other difficultics which 
are met from time to time, the fucl supply is so controlled that , 
at all times, when a fireman on a locomotive, an agent ata 
BeatioOn, a chef on a dining car, or a blacksmith in the shops, 

Or any other employcs needs fuel in the carrying out of his 
responsibilitics, it is immediately available. 

The problem is complicated by the fact that parts of the 
line are 1,500 miles or more from tho nearest Canadian coal mines 
-and over 1,000 milcs fran United States minos; on which account 
coal frequontly does not reach its destination until a month or 
more aftor it has been shipped from the minss. 

In the twenty-five yoar period from 1920 to 1944, the 
average consumption of steam coal by the vanadian National Railways, 

and its subsidiary companies, as shown on Statement No. 1, was 
over 5,500,000 tons, of which Canadian Lines used an average of 
Over 4,600,000 tons. 

This twenty-five year period includes the ten high-traffic 
years 1920 to 1929; the ten depression years 1930 to 1939; and 
the five war years 1940 to 1944. The average annual consumption 
on Canadian Lines during these periods fluctuated considerably, 
4s shown below: 

Average 1920 to 1929 - 5,230,000 tons 

1950 - 1939 ~ 3,475,000 " 
1940 - 1944 - Spero eco. y 

In addition to stoam coal, there is used an average of 
250,000 tons annually of Alborta and Saskatchewan sub-bituminous 
and lignite coals; 100,000 tons of bituminous slack coal; 1,000,000 
barrels of fuel oil; 20,000 tons of domestic and foundry coke; 


5,000 tons of anthracite coil; a few thousand cords of wood, and 
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100,000 bushels of charcoal. 


Bs FUEL PURCHASES “HOM CANADIAN MINES: 

Dus to its geographical position, coal is purchased by 
the C.N.R, from Hastern and Western Canada and from the United 
States. The policy of the Railway has been to use Canadian 
coal when obtainable, and wherever its use could be economically 
justified. Where doubt has existed, preference has been given 
to Canadian coal, which frequently has boon used at times and 
places when other coals could have been obtaincd at lower costs. 
Statement No. 2 shows the origin of coal purchased from 1923 to 
1944 for use on C.N.R, Canadian Lines. 

These figures show a progressive increase in the 
proportion of Uanadian coal purchased up to the outbreak of the 
war; after which event adequate deliveries could not be obtained 
from Canadian mines, and the Railway was therefore compelled to 
purchaso substantially heavier tonnages of United States coal 
to mect its greatly increased wartine requirements. The inereas- 
ing percentages of Canadian coal purchased, and the changes 
brought about by the war, are indicated in the following figures 
showing the average percentages of Camadian coal purchased for 
lines in Canada by five-year periods from 1925: - 

1925 to 1929 - 58% Canadian 
1930 to 1934 = 65% j 
1935 t0 1939 - 69% ”" 
1940 to 1944 .~ 44% js 

Under normal conditions, the C.N.R. purchases a little 
less than one-fifth of all the coal produced in Canada. In the 
twenty-two years ending with 1944, the average annual production 
of all Canadian mines was approximately 15,500,000 tons, and the 
average quantity taken by the C.N.R. was about 2,700,000 tons. 

Statement No. 3 shows the tonnages taken from various 
Provinces from 1930 to 1944. It will be observed that the bulk 


of the tonnage came from minos in Nova Scotia and Alberta, with 
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smallor quantities fron Now Brunswick, Saskatchewan and British 
Columbia. These figures are somewhat at variance with statenents 
placed bofore this Commission by some of the "rovincees concerned 
which, to some oxtent, may be duc to the methods used by the 
Provinecs in obtaining their statistics, which apparently do not 
always give a correct picture of deliveries to the Railways. 

BY MR. VWELBY - I may say’ that I understand that figures have 
been placed beforc the Commission, and they may agree with the 


figures which we give in our statements. 


MR. WELBY continues brief 
The total amount paid by the C.N.R. for Canadian fuel in 


the twenty-two years onding 1944 was over 250,000,000. 


Os FUEL PURCHASES #KOM UNITED OTATES MInED;: 

Coal for United States lines and for certain sections of 
Canadian Lines in pentcay Canada is purchased normally from United 
States mines. This coal has come mostly from Ohio, with smaller 
tonnages from Pennsylvania, West Virginia, Kentucky, Illinois 
and Indiana. To the extent that the use of Canadian coal increased 
up to 1939, purchases of United States coal were reduced: but, as 
explained previously, inoreased consumption and reduced allocations 
and disappointing deliveries from Canadian mines made it necessary 
to substantially increase United States coal purchases since the 
outbreak of the war. Tonnages taken from U. S. mines since 1923 


are shown on Statement No. 2. 


4. SUBVENTIONS ON GANADIAN COAL: 
A progressively increasing tonnage of Canadian coal for 
the ©.N.R, has moved since 1950 with the assistance of Government 
subventions. Commencing in 1930 with about 25,000 tons, this 
| quantity has increased to a peak of over 1,000,000 tons by the 
fiscal yoar 1939-40. The total tonnage on which subventions were 
allowed in the fifteen years ending in March 1945 was approximately 


me200,000 tons. However, cxcluding the early years before 
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S. ~4642- S.C. Nelby 
subventions became a major factor, and also the five war yoars, 
it will be observed from Statoment No. 4 that tho assisted 
movement from 1933 to 1939 was very substantial, and averaged in 
these seven years almost 700,000 tons annually. 

Details regarding the rates of assistance available 
on Canadian coal for railway consumption have already been placed 
before this Commission. Theo amount of subvontion assistance 
applied to C.N.R. purchases totallod almost $5,500,000 in the 
fifteen years commencing with 1930. The rate of subvention 
varied from a few cents to a maximm of $2.50 per ton on Nova 
scotia coal, and ¥2.00 a ton on Alberta coal: and averaged 93¢ 
per ton on the entire tonnage. Of the total assistance received, 
¥4,200,000 was applied on Nova Scotia coal, and tho balance on 
Western coal. 

These subventions enabled the C.N.R. to purchase and use 
approximately 5,075,000 tons of Nova Scotia coal and 825,000 tons 
of Vestern Canadian coal in areas where its use otherwise would 
have been economically unjustifiable. 

It should be borne in mind that the subventions Ae not 
benefit the Railway but are for the account of tho coal companies 


to enable them to meet competitive prices at various points. 


BY THEG HATRMAN = It gives you a lot more business, does it not? 
A. Pardon me? 

2. it gives you a tremomdous amount more business that you would 
Ordinarily get? 

A, That is probably true on commercial coal, yes; but not on 
railway coal. 

Q. The more business you get tho better it is for you? 

e that is of course true on coal that: is moving as traffic for 
Our lines, but not on coal we are purchasing for our own accounts, 
because the haulage of that coal means nothing to us except 
out-of-pocket expenses. 


BY MR. #RAVYLEY -= Your romark was confined to Railway coal? 
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S. -4645- S. OC. Welby 


A. Yos, that is the only thing we are dealing with in this brief. 


MR. WELBY continucd brief 

The points at which the costs of Canadian and U. 3. coal 
equalize vary from time to timc, duc to changes in minc prices, 
rail and vessel freight rates, exchanges rates, dock handling 
Bogts, sta, In 1939, after consultation with the Dominion Fuel 
Board, the economic breaking points at that time were establishod 
as boing approximately at Quebec City in the cast and at Winnipog 


in the west. 


5. FUEL COSTS:~ GENERAL: 


— 


A number of items onter into the final cost of coal at 


arious consuming points on the Canadian National System. These 
costs, Which are considered in some detail in the following 


paragraphs, are as follows: - 


~ Mine Price. 

- Rail and water freight. 

- Duty. 

Exchange and currency equalization fund. 
-.Haul over Cl .R. tracks (0.0. Si.haul,). 
- Handling costs. 


Ap OQWd se 
1 


In the year 1944 total fuel costs, exclusive of 0.0.5. 
haul, wore over $50,000,000.00; to which should be added sevoral 
million dollars for the cost of moving the fuel over C.N.R, lines, 
The magnitude of the coal bill-of this Company will be appreciated 
from these figures. The cost of coal is the second heaviest 
item in the Company's operating axpenses - boing exceeded only by 
that of wages paid to employees. Approximately thirteen cents 
out of every dollar of operating expenses in 1944 went for fuel. 
This compares with about nine cents for all Class I U.S. railways, 
and reflects the higher costs paid by the ©.N.R. for its coal 
Supplies. 

It will be appreciated how necessary it is to endeavor 
to find ways:and means, wherever possible, of reducing this 
heavy expense; and this objective is constantly kept in mind by 


all those responsible for purchasing and handling the Company's 
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S. ~4644- _S. C. Nelby 
fuel supply. 

Statement No. 7 ows the comparative costs in 1939 and 
at Scptombor 15th, 1945, for United states coal delivered at 


some of the main coal receiving gateways on the c.N.R. 


6. FUEL COSTS - MINS PRICES: 

It_is a fixed polioy of the Yanadian National Railways 
to purchase its requirements of all matorials, including coal, 
at the lowest possible cost after taking into cmsideration all 
pertinent factors. In recent years, there has been some 
measure of Government control of maximum permissible coal prices, 
both in Canada and in the United States, but under normal 
conditions coal pricos are negotiated directly with producers. 
The usual ©.N.R,. method of purchasing matcrial is to call for 
tenders and award the busincss to the lowest bidder. Due to 
the comparativoly small number of coal mines in Canada from 
which locomotive coal can be purchased, it is not always practical 
fo use this method in Canadian coal purchases. Price arrangements, 
therefore, are subject to some measure of negotiation; and the 
methods used differ, due to conditions, in tho various districts 
where the coal is purchased. 

In Eastern Canada, the Dominion Coal Company, which is 
the largest coal producing company in the Maritimes, normally 
quotes prices each year for all-rail coal fron its various mines. 
These quotations are usuallu discussed with sales representatives 
of the Coal Company, and prices agreed upon. 

When "Dosco" prices have been sottled, it has been the 
usual procedure to then negotiate prices with the various 
Independent operators in Nova scotia and New Brunswick. In doing 
so, it has been the endeavor to agree on fair and reasonable 
differentials based on the quality of the coal, after giving the 
Independents the benefit, if any, of their geographic location. 

There is, of course, some objection to fixing 
differentials solely on a calorific basis since these figures 


slone do not necessarily determine the performance of a particular 
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S. -4645- S.C. Wolby 
coal on locomotives and its actual value to the Railway. Size 
and structure of the coal, and fusing point of the ash are also 
important. Some coals will perform satisfactorily on short runs, 
but, because of clinkering characteristics, etc., are unsatis- 
factory for long runs. Other coals are so fine in structure 
that stack losses are excessive, and more coal is consumed than 
would be indicated by the analysis of the coal. The C.N.R. could 
not, beret auch agree to calorific value alone as necessarily 
being a sound basis of comparison for the purchase of its coal; 
on which account running tests are made from time to time to 
determine the value of the various coals in actual service. 

In dealing with prices for Nova Scotia coal delivered 
by water to Central Canada, only one company is involved, namely, 
the Dominion Coal Company; by whom prices are quoted each year 


covering deliveries at Quebec, Chicoutimi and Montreal. 


BY THE CHATRMAN = Before the war didn't you purchase some from 
the Bras d'Or Coal Comoany delivered in Montreal? 

4, No Sir, not directly. I think prior to the war there was 

@ little Brad d'Or coal came to us through the Dominion Coal Co, 
The quantity was very small I think, and it was not a direct 
purchase. 

@. I have no information to the contrary, but I know they were 
Shipping coal into Montreal. 


4A. Some Bras d'Or coal came to Montreal. 


MR. WELBY continues briocf 

The practice has been to notify the Dominion Fuel 
Board of prices quoted for Dominion coal, and the costs at which 
imported coal could be delivered at various destinations,and the 
resultant excess costs of Canadian fuel. If, and when, these 
figures were approved by the Board, and payment of excess costs 
authorized through Government subventions, contracts were 
concluded with the Coal Company at the approved price. A 
Specimen copy (Statement No. 5) of the statements which were pre- 


sented to the Dominion fuel Board under this arrangement, is 
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attached. 

During the past few years tho Coal Company has offered 
no Vanadian coal to tho C.N.R. for delivery to St. Lawronco 
River ports. 

In the purchase of station and boiler coal in Western 


Canada, consisting of aoproximatoly 290,000 tons annually of 


Saskatchewan and slberta lignite and sub-bituminous coals. it is 


? 


the normal practico to invite bids from producers, which arg 
2 


usually subject to some measure of negotiation, so that, as far 


as possible, continuity of supply may be preserved. 


BY THE CHLTRM\N - Are you one of the clients of the Dominion 
Coal Company who got their coal from Amorican suppliers and 
agelivered it to the C.N.ER.? 

+. We have had a little coal fran tho Dominion Coal Company, 
smcerican coal, not very much, and we also got some smcrican 
coal from them at Halifax a couple of winters'ago when coal was 
very scarce and we were badly in need of coal, we got some 


american coal from them at Halifax. 


MR. WELBY continucs briof, 

Purchases of locomotive coal in Western Canada cannot 
bo handled in this way, as the C.N.R. takes the tulk of the 
output of the mines on its lines which supply this coal. For 
many years priccs wero quoted by tho Coal Companies and wero subject 
Bio nogotiation. However, in 1940, duc to some dissatisfaction 
about prices, most of the producers agrcecd to permit the Railway 
to examine their costs and mining practices, in the anticipation 
that prices could be negotiated which would bear a reasonable 
relationship to production costs and therefore be mutually 
acceptable. This was a work of some magnitude and expense to 
the mailway, and as the suditor's report was not mtirely 
acceptable to the operators: and in view of abnormal war condi- 
tions, the matter eventually reached the Coal Controller for 


his consideration. 
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BY MR. FRAWLEY - re you coming back to that, or are you 
just saying it was left to the Coal -Controllor? 
&. lam leaving it that way. The Coal Controller acted as a 
sort of arbitrator between us, and the price was arranged, but 
due to the costs rising so rapidly at that time now prices hadto 
be fixed almost immediately. 
Q. So it has not been necessary for you to go into costs and 
mining practices? 
“a No, 
4. There was a differonce between the way you purchase coal 
from Western mines and Dominion coal? 
4, Yes, to some oxtent, but wo were buying so much fron Westorn 
mines that wo thought we should know something about their costs. 
2 You never did that in the case of Capo Breton coal? 
we «ONO, 
MR. PATTON continucs brief 
Prior to the war, a small quantity of locomotive coal 
was taken from British Columbia (Vancouver Island), The tonnage 
was not great, and as only one colpany was involvod prices were 
fixed by negotiation, based on annual quotations fmm the Coal 
Company. No Goal has beon offercd from this source for severa 
years. 
Gcnorally speaking, all prices boing paid at prosent for 
Canadian coal are built up fro "bise" prices: paid prior to the 
war. Certain increases have boon ordered or approved by the Coal 
Controller to offset increased wage rates, higher material costs, 
etc., so that prices now are 34% , 43% and 58% over 1939 averages 
for slberta, Nova Scotia and New Brunswick coals respectively. 
Purchases of coal in the United States were made, prior 
to 1940, on the basis of formal tenders submitted, in sone cases, 
by a great nany producers. In 1940, however, "Minirmm Code Prices" 
Were made effective by the U. .». Government under the Bituninous 
Coal sct of 1937, and remained in effect until august-1943, when 


eip Act expired. Under this act, minimmm prices were fixed for 
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3 -4648- S.C. Welby_ 
all sales of coal and therefore, since prices of all coals in 
each district were generally the sanc, the problem was less a 
mattor of price than of "selection" to get the best and most 
economical coal available. aS an example of the changes this 
made in buying practices, reference is made to the sizable 
tonnages which were previously being purchased in Indiana and 
Tilinois. Minirmm prices mde it possible to buy West Kentucky 
coal on a cheaper delivered basis than the Indiana and Illinois 
coal; O.N.R. purchases were thoroupon transforrcd entiroly 
from Indiana and Illinois to West Kentucky. Out of all the 
Operations in West Kentucky (since all prices were equal) those 
that could supply the best coal, service, otc., were ghosen and 
orders placed accordingly. Sinilar selections were in the 
process of development throughout the whole industry; but the 
Outbreak of war increased the demand for coal and made it 
impossible to say what effect this process of selection would 
have had; particularly on macs producing the lower grade coals. 
It appears, however, that many producers of such coals would 
have found it difficult to dispose of their output. 

for the past few years, and overlapping the period of 
Hinimm prices, maximum prices fixed by 0.P.i. have beon in 
effect in the United States, and generally speaking 211 coal is 
how boing purchased at these ceiling prices. The following are 
the maximm prices (as of September 15th, 1945) for U.S. mine run 


coal moving to C.N.R, Canadian lines: 


Dist. No. bi- Cent, Pa. - otrip - 3.00 per N.T, 
Deop - 35.56 
No. 2 - West.Pa. = Strip ~ 2,84 
Deep = ™iGsc0 
No. & on, No WwW. Va. ™ yr one 
No. 4 = Ohio - strip - 2.70 
Deep - PaO 


Some efforts have becn made to’ re-enact the U. 38, 
Bituminous Coal -ict, and recent news reports indicate the U. S. 


Interior Secretary will press this action: but whether the U. 35, 
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S, -4649 - S.C. Wolby 
post-war cecal market will be governed by maxinun or nminimun 
prices or be free from any kind of control are qucostions which 
cannot be answered at present. | 

In the purchase of niscellancous fuels such as foundry 
and domestic coke, anthracite coal, wood, charcoal and fuel Clix 
it is the practice to invite bids from various producers and the 
business is awarded on the basis of the lowest tender, all 
things considored. In some cases, prices are negotiated, 


particularly in an endeavor to ensure continuity of supply. 


a. FUEL COSTS + RilL .ND WATER #REIGHT CHARGES: 
Ordinarily, the prices charged the C.N.R. for Canadian 

coal include the cost of delivery to the tracks of the Railway, on 

which account there is no separate charge for vessel and/or rail 


freight charges. Normal f.o.b.points on coal produced at mines 


not located on C.N.R. tracks are as follows: 


Railway on which f20eh. DOtniaon 
Coal Company coal produced — C.N.R, tracks — 
Dominion Coal Co. So, & Ls. ("Dosco" Sydney, N. S, 


subsidiary) 


Cumberland Ry. & Co. 


Company ieee lier ip 4 ppringe iid. “Ness 
Maccan Operators MoGehe & Pe. Co, Macean, N. S, 
South Minto . 
Operators CAP ork: Cli pmamw ithe, (2 


On coal shipped via St. Lawrence River by Dominion 
Coal Company, the rail and vessel freight charges are handled by 
Shippers, and inclusive prices are named to the Railway on cars 
at Montreal and Alongside of docks at Lovis and Chicoutimi. 

In the purchase of Unitcd States coal, howevor, prices 
are usually f.o.b. cars at the mines, and freight charges, both 
rail and water, are paid by the C.N.R. directly to tho carriers. 
Rail freight charges arc those named in the atriffs of the 
various railway companies. 

Vesscl freight charges aro normally subject to negotia- 


tion from yoar to year. Ordinarily, the C.N.R. moves coal by 
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a. ~4650- oS. C. Wolby 
water to the Lakehead and Georgian Bay ports, and, under certain 
conditions, to Michipicoten and Port Colborne. 

The governing factor as betweon all-rail and rail-and- 
water movemonts, is the comparative cost on C.N.R., tracks: and 
the quantity which movos via the various routes depends on 
delivered costs at consuming points contiguous to the gateways 
or ports - the objective, of course, being to deliver the coal to 


these consuming points at the lowest possible cost. 


Bre TUE COSTS -- DUTY; 

Duty is payable by the C.N.R. on Unitod States coal 
imported into Canada at a rate of 75¢ por ton, which has been 
unchanged since June-1931, prior to which date it had been 50¢ 
por ton from .pril-1925. There was, in addition, an oxciso tax 
of 1% on tho "duty paid valuc" fron Juno-1931 to April-1932, at 
which timc the rate was increased to 3%, where it remained until 
April 26-1939, when the excise tax was abolished. However, on 
June 24-1940, a war exchange tnx became effective at the rate 
of 10% calculatcd on the nino price in Canadian funds, and which 
remained in effect until cancelled on June lst, 1945. In all 
cases the excise and war oxchange taxes were in addition to tho 
duty. Statement No. 6 is attached, showing the amount of duty 
and taxes paid by the C.N.R. on its U. S. coal importations 
into Canada since 1923. The large increase in the past few years 
is mostly due to hoavier imports, necessitated through inability 
to obtain sufficient Canadian coal to meet increased war-tine 
consumption; and to the increased rate per ton through the intro- 


duction of the war exchange tax. 


BY MR. BPRANLEY = Four Million and a half Dollars in 1944 you 
paid? 

2s + lot of money. 

Q. In duty and excise tax? 
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MR. WELBY continues brief 


HUEL COSTS ~ EXCHANGE & CURRENCY & 


9. UALIZATION FUND: 


On coal purchased in the United States, payment is 
required in United States funds, and since Canadian funds are now 
-at a discount, this adds to the price of the coal. The rate of 
exchange, at the present time, is peggod at 11% but, under normal 
conditions, it varies from time to time. 

Rail freight charges are also payabhe in United States 
funds, but on account of certain complications the carriers have 
agreed to accept payment in Canadian funds, on the understanding 


WN 


that shippers will prepay a so-called Lurrency Equalization 
Charge" which, in effect, equalizes the difference between Canadian 
and United States funds. The tariffs of Currency Equalization 
Charges have varied since September-1939, but on bituminous coal 
from the Appalachian District have remained unchanged at 20¢ 

per net ton from April 5-1943, as stated, these charges ars 
prepaid by shippers and the amounts are billed against the Canadian 
National Railways, and are payable in United States funds. When 
the exchange is added to the Currency Equalization Charge, the 
present cost to the C.N.R. is 22.2¢ per ton. The amount paid in 


Currency Equalization Charges since 1939 has been well over 


$2,800 ,000.00. 


LET LE ST IT OEE IS LLL TCLS Dh SE Sef ae Pon estore tes eo npecetomnenee 


After coal has been delivered to C.N.R. tracks, there 
is an expense for moving it from the mine or gateway to final 
destination. This involves a haul of variable length; which, 
while averaging about 300 miles, is in extremo cases as much as 
1,500 miles. It is not easy to say how much this 0.C.S, haul 
costs, as it depends on a large number of variable factors») such 
aS wage rates, material costs, etc., and whether the coal is 
moved with or against the direction of prevailing traffic; 
whether it can be moved as "filler" tonnage in trains that would 


Otherwise be moving light; and whethor the coal is loaded in cars 
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that would othorwise be moving ompty. The actual cost of any 
particular movement, therefore, depends on circumstances surround- 
ing that particular movement at any given timc; and each movement 
is the subject of special study. It is not possible to generalize 
in connection with this cost: but-for subvention purposes the 
Dominion Fuel Board agrecd some years ago to an arbitrary rate 

of five mills por ton mile for 0.C.S,. haul, but with the provision 


that this rate should in no case excecd the published tariff rates. 


BY Mk. WELBY - It should be emphasized that this arrangement 
was made a good many years ago, and that the five mill rate has 
not necessarily any relationship to present day costs, which are 


much higher than they were many ycars 2go. 


MR. N#HLBY continucs brief 


11_- FUEL 00g? _- HANDLING EXPENSE: 

Under this heading, there is grouped the oxpense of 
stocking and lifting coal, and handling it through coal ehnees One 
delivery to the tenders of locomotives, ete. In 1944, the cost 
of doing this work was over wl,600,000.00, excluding interest, 


depreciation, etc., on the cquipment. Most of this amount is paid 


out as wages to Railway employecs. 


de - CONTR.CTS & ORDERS: 

Prior to 1930, formal contracts were made by the J.N.R, 
mor Los tue. requirements. It became increasingly apparent, 
however, that such contracts wore unnecessary, and that an order 
issued by the Railway, and properly acknowledged by shippers, 
was sufficiently binding on both parties. During the buyers market 
which existed during the thirties, it was not necessary to issue 
either contracts or orders, and in many cases coal was purchased 
Over long periods of time, both from Canadian and United States 
producers, on informal agreements, in many cases expressed in 
Writing in the form of a letter. Except in one or two instances, 


this less formal method of handling the matter is still being 
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carried on in respect to Canadian coal purchases; but during the 
war years, and particularly in view of U. S. Government regula- 
tions, it has been considered desirable to cover United States 
coal purchases by formal orders. 

This docs not mean, however, that Canadian producers 
are at any disadvantage, as they are kept constantly informed of 
tonnages (within.a "10% more or less" limitation) required fron 
the mines. 

Regardless of whether formal or informal contracts 
or orders were issued, the C.N.R., has in the past made a point 
to accept the tonnages which it has informed the producers will 
be required: even though fluctuations in traffic have sometimes 
made it expensive and difficult to do so. 

In addition to advices as to annual requirements, orders 
are issued periodically, covering the tonnages of coal to be 
shipped in the following month. These tonnages vary from time 
to time, depending on consumption requirements, car Supply, and 
other cmditions. As far as possible, the Canadian National 
endeavors to take regular tonnages, and to avoid sharp fluctua- 
tions, as it is realized such variations are disturbing, both 
to labour and operators, and ultimately tend to imcrease costs 
of production. Unfortunately, the situation is not always 
controllable, and changes in traffic conditions are reflected in 
coal consumption and mist eventually be passed back to the mines. 
By stocking or lifting, from time to time, at some expense, the 
Canadian National has done much to soften the impact on the 
mines of changing consumption requirements, but there is a Limit 
to the extent to which the situation can bo cmtrolled in this 


manner. 


13. DISTRIBUTION: 
4g previously stated, fuel is used for many purposes, 
and at many points. By far the greater quantity, however, is 


consumed on locomotives: and is delivered to tenders at a large 
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numbor of points 2111 over the Systom. The problon of distribue 
tion to various coaling points is 2. matter which receives constant — 
attention, ani the kind of fuol delivered to coaling chutes 
varies from time to time, dopending on conditions. In this 
respect, Railway practice differs somewhat fron other industries, 
many of which receive the same kind of coal regularly and 
indefinitely. Generally spoaking, thore are certain areas on 
the Railway allocated to coals originating in various districts. 
In 1939, for instance, the area east of Toronto, Foleyet and 
Cochrane used Nova Scotia and New Brunswick coal almost exclu- 
Sively. The eastern section of this area was Supplied with cal 
moving all-rail from the mines, but points west of and includ ing 
Riviere du Loup and Monk received Nova Scotia coal which was 
delivered by water to various St. Lawrence River ports. 

In 1940, coals originating in Alberta supplied 
practically all points west of Port Arthur and armstrong, Ontario; 
this coal moved all-rail from the mines to various destinations. 

The area between these boundaries was supplicd with 
United States coal, of which a comparativoly small tonnage moved 
by water to Fort William and Georgian Bay ports: and the balance 
moved all-rail from mines to various gateways on C.N.R. ines; 
nostly through Detroit, Niagara Falls and Cobourg. 

Due to heavily increasod consumption of the Railway 
Since 1959, and heavier demands made on Canadian mines by other 
industries etc., there has been a great change:in this distribution 
picture in the past few years. 4t the present time, United 
States coal is moving at heavy cost to the Railway as far sast 
as Truro, N. 3., and Canadian coal is only made available to the 
C.N.R. in sufficient voluue to completely supply lines cast of 
that point. It was also necessary for some time to send United 
States coal as far west as Saskatoon, but due to improved shipments, 
Alberta coal is now moving into Manitoba. While this greatly 
expanded wartime distribution of U. S. coal was inconvenient 


and costly to the Railway, it was undertaken because it pernitted 
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nore Canadian coal to be allocatod to industrial and other 
consumers, who were thus rolieved of a great deal of trouble and 
expense. Whether the entire cost of this arrangement, which 
ran into millions of dollars, should have been placed upon the 
C.N.R. is an open question. 

A new distribution plan is being tested in co-operation 
with the Alberta bituminous coal operators, which arose out of 
a discussion of the difficulties which they experienced in 
projecting their mine development work due to fluctuations in 
C.N.R. requirements. It is recognized that a "zoning" system 
ig not the answer to this problem; because, regardless of how 
large or small the zone might be, the consumption therein would 
vary from year to year, due to traffic fluctuations, ste. For 
example, in the year 1928, consumption on lines west of Port 
Arthur totalled over 2,100,000 tons, but by 1953 (just five 
years later) this figure had fallen to approximately 1,000,000 
fons = a reduction of over 50%» 

It was decided to experiment with an arrangement 
whereby the Railway would try to give the operators a fixed 
weekly order over an indefinite, but perhaps considerable period, 


Under this arrangement the C.N.R. will assist in absorbing the 
shooks of changing traffic conditions, by ,oxpe nding or contract- 


ing the drea in which Alberta coal is uscd, and/or’ * Stodic- 
ing and lifting coal, 4s might be necessary from time to time: 


while the coal companies will be able to plan their development 
work well ahead along the most economical Lines; with anticipated 


resultant benefits to both parties. 


BY THE CHAIRMAN - Would you mind going back to that situation 
in taking your coal east as far as Truro. You say because of 
the larger industrial use of coal. Don't you think it was also 
caused by the low output from the Nova Scotia mines? 

A, That is undoubtedly correct, it undoubtedly had a bearing, 
but in addition to that there were more domands for the coal 


that was made available. 
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4. iL had a reason for bringing that up. 

A. It is very definitely correct. 

BY MR. FRAWLEY = a4 plan you spoke of at the bottom of pago 

14, is not that: the plan that Mr. Mayne Keid spoke of in oydney? 


ah Yos. 


MR. WELBY cotinues bricf 

It is apparent that it my not bo possible to carry 
out this or any similar plan in future without assistance, when 
necessary, to offset the difference between tho laid-down costs 
of Canadian and imported coals; particularly in times of depression, 
when it may be necessary to move the jlborta coal considcrable 
distances into Ontario... This plan has been in effect for over 
eighteen months, but doe to war conditions has not yet beon 
fully tested, and because of the heavy demand for coal. nas 


been partially suspended. 


BY MR. WELBY - In other words we practically told the mines 
out there we wanted all the coal we could get regardless of any 


agreements we made several years igo. 


MR. WELBY continues briof 

It is hoped, howevor, that it will be a helpful 
contribution to the problems of the industry in the west; and 
that it may climinate some of the difficultios which tho 


industry has experionced in past ycars. 


BY MR. FRAVLEY - Of course the question of subvention comes in 
there too? 

A, Yes. 

MR. WELBY continues brief 


14. INSPECTION = TESTS =. ANALYSES: 
Coals of Canada and the United States which are avail- 
able to the C.N.R. have a wide range of physical and chemical 


charactoristics. In structure, they vary from the hard coals of 


Pictou County and southern West Virginia, to the friable coals 
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from cortain .\ilberta and Pennsylvania mines. In volatile content, 
thore is a range from the high of 40% to a low of 15%. Some 
Hastern Canadian coals are high in ash and sulpher and with low 
‘ash fusibility, on which account they are not satisfactory on 
locomotives: nor are they suitable for storage. 

In the distribution of purchasos between mines, the 
Railway uses any and all sourcos of available helpful information 
about quality and preparation. These include advicos from C.N.R. 
inspectors; locomotive and power plant tests; laboratory tests; 
Federal and Provincial Mincs Dopartment reports, ctc. 

In other words, tho best information is sought wherever 
it can be found to assist in making the wisost coal selections 
consistent with good policy, so that the best value may be 
obtained for the money expended. It is always important to 
purchase coal of a grade and quality that will enable the Railway 
to carry out its main function; namely, the transportation of 
freight and passengers: and the ©.N.R. cannot purchase coal that 
will interfere with this objective. Goal selection: is not, 2 
Mhit-and-mil1" proposition, but is the result of careful and 
continuous study; and it is necessary to reject. all requests for 
orders for coal that is unsuitable for railway use. 

A staff of fuel Inspectors is employed to inspect mines 
from which coal is offered, and to check up the day-by-day 
quality of Shipments to the railway. These Inspectors take 
regular samplos at stated frequont intervals, which vary at 
different mines and under difforent circumstances. These samples 
are analyzed and the record is studied froquently, so that 
changes, if any, in the quality of the coal being shipped will 
be quickly observed. 

In addition to the Inspector's and Chemist's reports, 
tests are made from time to time to determine the officioency of 
various coals in power plants and locomotives. It is not 
Ordinarily difficult to arrange satisfactory tosts in power 
plants, which arc usually provided with the necessary instruments 


for the purpose. The situation is different, however, in the 
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cease of locomotive tests, which require a considerablo amount of 
planning and which extend, in some cases, over several months, 
and require the use of a dynamometer car and crew, in order that 
the most accurate information may be obtained. Since the war 
commenced, it has been impossible to assign such a car and crew 
to the testing of coal, so that no tests have been made since 
1939 but further tests are anticipated sometime in the not 
distant future. 

It is necessary to study the test results in conjunction 
with Inspector's reports and analytical data; also to check then 
with the results obtained from various coals in the day-by-day 
operation of the Railway. From time to time, complaints are 
received about coal which contains excessive impuritics, or which 
is causing trouble on locomotives, and those complaints are 
carefully investigated so that the necessary protests may be 


made to the producers. 


15. SPECIFICATIONS; 

From time to time, it is suggested that all Railway 
coal should be purchased on fixed size and quality specifications. 
This is common practice in the case of many industrial and 
commercial buyers, and some critics of Railway fuel buying policies 
feel that a similar course of action should be followed by the 
Railways. There are two schools of thought in connection with 
this matter; but it has been considered that the purchase of C.N.R, 
coal, particularly in Canada, on fixed and rigid specifications 
as to ash and volatile content and calorific value would involve 
many difficulties. 

This does not mean, however, that tuis Railway can, or 
Will accept any kind of coal, regardless of poor inherent quality, 
Size or preparation; and it insists on recoiving well prepared 
and clean coal. It does mean, howoevor, that locomotive firing 
practicos permit a fairly broad range of coals, and in this respoct 


C.N.R,. purchases are less rigid than those of many industrial and 
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commercial consumers. This whole question of specifications, 
including maximum ash content, etc., will be tho subject of 


furthor studies (by the Railway) in the near future. 


BY MR. FRAWLEY = You say you will subject this question of 
specifications to further study by yourselves. You are not go 

sure of their being any further study on the part of the producers? 
4, Well of course the tuyer lays down his specifications, and 

if we feel the mines cannot meet them, we would have to be in 
touch with them and be more reasonable about our spocifications. 
There is a great deal of difference betweon an ideal specification 
and what you can get in practice from the various nines. 

Q You sonetimes have to qualify the specification when you 

look at what the producer can do. 


a. Uxactly. 


MR. WELBY continues bricf 

an unofficial report on the use of Railway fucl was 
prepared and distributed by the United States Interstate Commerce 
Commission in Sugust-1944, in which the author made certain 
eriticisms of the policies and practices of railway coal buying, 
particularly in respect to the purchase of low-grade coal, and 
anong other things suggestec that consideration should be given 
to purchasing all railway coal on specifications. The Association 
of umerican Railroads, speaking on behalf of all the railways in 
a circular dated December 26-1944, (No. DU 1-200) examined this 
recommendation in some detail, and certain extracts from this 
document are quoted bolow, as they indicate the difficulties which 
would be encountered by United States railroads in setting up and 
enforcing specification for railway fuel. If the 4. .. R. comments 
are true for the United States, where purchases can be spread over 
Several thousand mines, thoy are mech more true in Canada where 
purchases of locomotive coal are confined to a comparativoly small 


humnber of mines. 
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BY MR. VELBY ~~ Now Mr. #rawloy, instoad of using those noxt 
two pages, which aro simply a number of oxtracts from tho ronort 
Peete S..k,, Lam wondoring if it would not be bettor for tho 
Poroiasion if 1 just filed tho wholo docuncnt. 

BY MR. PRAVLEY - It is a circular by the ..4.R. on the qucstion 
of specifications of coal: use and cost of milway fucl, and 
Peonlens in value Statistics, and you aro quoting from that? 

om Jos. 


BY COMMISSIONER McL.URIN . What Mr. Wolby wonts to bring to 


eur attention, 1 take it, is already in the bricf, and he does 

not need to read it now, anc what he is handing you is noroly for 
Our study. 

BY -MR. VELBY - The whole doounent here is nore than the twos 
peecs | have included in the brief, tna it is really for the study 


of the Cormission. 


MR. WEL3Y continucs brist 


"Nowhere in tho study is thero any reference 
to wor description of. the imny oractical provlors 
with which both the operating and purchasing doepart- - 
ments are faced in scouring continuity of adequite 
Supplies of suitable fuel at the tinos when and the 
places where it is noeded. Nor is there any 
recognition of the relation betweon the magnitude of 
railroad cosl requirements and the realities of 
production and markoting of coal. Tho mthor is 
apparently unaware of the difference in fuel require- 
ments ana in conditions to be. met in fuel selsoetion 
Which exist anong difforent railroads, due to 
lifferences in their geographical relation to fuel 
producing areas, and in the design anc service 
requirenents of their motive powor equinment. nd, 
finally the author uses the word "specifications" 
without. defining what the word means in this connec- 
tion and which of several functions the specifications 
are GS Serve. 


Even cursory attention to these points wcula 
haye revealed the conplexity of the problem of Tuell 
selection, and its constantly changing character as 
a rosult of technological advances in motive power 
design, coal mining methods anil with the changes in 
coal supply and marketing whieh have boon ane Sui 
are taking placo. At least briof references to sons 
1f the nore innortant underlying coniitions is 
appropriate in this comment. Locomotives are designod 
so aS to utilizo tho most oconcnical fuel, which is 
not always of comparable quality to coal which wala 
othorwisc have to be transported long distances andi 
at considerable cxponsec. 
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"Railroad coal buying occupics a unique 
nlace in the econony of the coal industry, and 
of the nation, because of its magnitude alone. 
When the railroads, as a whole, consune more 
than one-fifth of the total supply, and when 
the railroad purchases within important coal 
producing areas constitute an even greater 
proportion of the total, it is obvious that 
railroad coal, cannot be obtained from any small 
groun of carefully selected nines. The very 
magnitude of railroad coal requirements nakes 
it necessary to draw supplies from a large 
number of mines, and. this, in,.itself, autonati- 
cally results in an averaging of values whioh 
would not be naterially altered by technioal 
refinements in coal selection. 


On pages 58 and 59, the study devotes 
considerable space to the matter of size of coal 
for railroad use, and gives the impression that 
it should be possible for the railroads, as a 
whole, to,agree upon uniform size specifications. 
The author apparently is unaware of the fact that 
diversity of locomotive design and service (other 
than the difference between hand and mechanical 
firing) will cause diversity in size preferences 
anong the operating departments of different 
railroads, or even betwoen divisions of the sane 
railroad. Nor does ho mention the fact that the 
choice of commercial sizes of coal is influenced 
by other physical and chemical properties of coal. 
One size of one coal may give better performance 
than the same size of another coal. This is only 
one of the many asnects of coal selection both 
for locomotive and stationary plant use which is 
very complex, and on which knowledge is constantly 
growing. In addition, not only are improvements 
in locomotive design constantly taking place, but 
standards of performance are being raised, and 
fuel requirenents, in torms of quality and size, 
are always ina state of flux. 


It. is indeed fortunate that all of the 
railroads have not adopted a uniform size of coal, 
because such a practice would create a serious problen 
for the coal producers, the problem of disposing of 
the resulting sizes, thereby adding materially to the 
cost of the size selected by the railroads. Under 
present practice, the marketing of various sizes of 
coal is in reasonable balance. Any change that would 
upset this balance would have a drastic effect upon 
the cost of fuel and waste the natural resources, and 
the ultimate effect would be only to drive the railroads 
back into their present practice with respect to size. 


Plexibility in railroad fuel requirements 
serves a useful purpose, for it permits the railroads, 
with their large consumption, to assist in balancing 
production at the mines. One of the problems in 
coal mining is to move the several sizes of coal, 
day-by-day, in the same proportions in which they are 
produced, and frequently shipping orders are out eu 
balance with production. By taking the sizes for which 
there are insufficient orders at a given time, the 
railroads holp to keop production moving smoothly. By 
timing purchases fro individual nines, the railroad 
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"ourchases help the mines to maintain more 
regular oporating schcdulcs. 


Rigid quality specifications would provent 
the railroads from performing this function of 
a balance wheel in cost production, and would 
lead to a higher over-all cost of coal production 
without securing a demonstrable economy in their 
own operations. Railroad purchases of coal are so 
large in relation to the total output, in many 
districts, that their purchases are spread over 
many nines with the result that tho average quality 
and average price for groups of coals is not likely 
to be affected by any substantial amount, whatever 
method of coal selection is followed. 


The development of uniform, or more rigid 
coal quality specifications offers no magic 
solution to the many and changing engineering and 
purchasing problems in coal selection and purchasing, 
and their effectiveness in reducing the over-all 
cost of railroad coal is a matter of theoretical 
speculation, for which the study provides no 
foundation. 


In conelusion, it should be pointed out that 
the word "spocifications"” in connection with coal 
buying has several different uses. It may mean the 
description of the quality of coal, within certain 
established tolerance, which is required for a given 
type of equipment and service. Whether formalized 
or not, specifications, in this sense,are developed 
and used as 4 giide in fuel procurenent. 


Specifications are sometines used for 
individual stationary steam plants as a basis for 
competitive bidding, and frequently involve the 
balancing of quality and price by some formula 
to determine the lowest biddor. The resulting 
contract often contains provisions for penalties 
and premiums, depending upon tho variation in 
guality from the contract standard. While such 
a procedure is possible in the case of private 
and governnental purchases for individual plants 
or groups of plants having fixed fuel requirenents 
which can be covored by annual contracts, it is 
obviously not fitted to the conditions of railroad 
fuel purchasing. Specifications of this kind, too, 
often rigidly confine the limits of acceptable 
quality, but as we have already pointed out, the 
very magnitude of railroad coal requirenents makes 
any such use of specifications impracticable 
except fcr special uses. 


Although not stated, the author may Mean 
that specifications should be used as the basis 
for a systen of differential pricing, based upon 
the quality and performance of different coals. 
To an extent the market automatically establishes 
such differentials and they were recognized in the 
minimn price schedules of the Bituminous Coal 
Division, and the maximum price schedules of the 
ede They have less effect, however, on the 
avorage cost of coal to large buyers, like tho 
railroads, than on that of the snall individual 
consurer." 
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16. COMPETITION #ROM FUEL & DIESEL OILS: 


There are at least threo types of come eieiee Lox 
the fuel requirements of the Canadian National Railways. One 
of these is compotition from other fucls such as fuel and dicsel 
oils; the second is from coal produced in other countries: the 
third is botween various districts and mines in Canada. 

The Canadian National Railways uses oil on its locono- 
tives in most services west of Jasper. In 1944, approxinately 
1,200,000 barrels of oil were consumed, of which 150,000 barrels. 
were used in Pacific Coast vossels; 50,000 barrels in barge and 
ferry service; 40,000 barrels on the Prince Edward Island ferry, 
and the balance in Railway services, mostly on locomotives 
operating west cf Jasper. 

The use of fuel oil on locomotives west of Jasper was 
adopted about 35 years ago, with a view tv securing increased 
loconotive efficiency and reduced fire hazard. At that tine it 
was found to be impossible to handle the traffic efficiently with 
coal-burning locomotives and, morocover, there was a strong agitation 
against the continuance of their use by various Government and 
other organizations interested in forestry protection. 

In making these arrangements, large expenditures were 
necessary to provide oil-burning locomotives and the necessary 
tank facilities for oil storage, etc. AS a result, the coal 
handling plants were abandoned, so that at present there are 
practically no facilities in this territory for the coaling of 
locomotives. Recent studies have shown that to convert all oil- 
burning facilities back to coal, even if practical, would involve 
a very heavy initial outlay for new facilities, and would result 
in 4 considerable increase in operating costs. This figure, 

Of course, would fluctuate fram time to time, based on relative 


costs of coal and cil, consumption requirements, etc. 


BY THE CHAIRMAN - Didn't the engineers find some way of 


preventing the escape of fire fron engines? 
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4. You mean tho stack losses, Sir? The ash which cones ot of 
the stacks of locomotives? 

A, I understand at the present tine there are some very dofinite 
developnents on that very point. in the United States. There is 

a Cormittec working with this Bituminous Coal Research Organiza- 
tion, which is studying the whole question of the drafting of 
loconotives, and it is ny understanding that within a reasonable 
time, porhaps a matter of months, that they expect to have that 
whole problem well under way of boeing solved. 

BY MR. PRAWLEY - I think the Chairman's remark refers to the 
enission of snarks. 

MR. WELBY . Yes, caused by the carrying of sparks and of fine 
coal up through the stacks. 

BY MR. PRAWLEY . So there are two things there, the loss in 

the fuel of the coal, and the sparks endangering the forests? 

BY THE CHAIRMAN - dt the tine the legislation passed in British 
Columbia some time ago which resultcd in your people changing 

to oil, I was given to understand that there had been devised 

An engine... 

BY COMMISSIONER McLaURIN - 4 spark arrostor. 

BY MR. WELBY - We are permitted to use those kincs of oa, Ln 
forested arcas if we use a spark arrestor, but you can't guarantee 
that cvery day it will work. Holes will cone in the arrester 
which permit larger sparks to g0 through, and yesterday it might 
be working well, and today not, so you would have to put a 

new arrester in every day to be perfectly sure that you hac the 
situation under control. 

MR. WHLBY continues bricf. 

Anproximately 650,000 barrels of the 1944 requirenents 
of the Railway came fron various prairie refineries, and of the 
balance 300,000 barrels of imported oil wore delivered at Victoria, 
Vancouvor and Prince Rupert. 


Mach has been said and written in the past year or two 
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“5 -4665- S.C. Welby 
regarding purchase of diesel locomotives by railways. There 
is a definite trend on the part of some United States railways 
towards abandoning coal-burning locomotives in favor of diesels. 
The latter have apparently established themselves as superior to 
steam Locomotives in switching services, and there are many 
railway officers who claim they are superior in road service. 
During the past five years 3184 dicsel locomotives were purchased 
by U. S. Railways, compared with 1424 steam and 95 electric 
locomotives. 

In the "Monthly Comment on Transportation Statistics" 
(a publication of the I.C.C. Bureau of Transport Economics and 
Statistics) for August-1945, the following comments are mado with 
respect to displacement of coal tonnage by diesel-electric 
locomotive units. 


"Tre service units produced by diesel-electric 
locomotives in 1944 displaced 12,475,926 tons of . 
coal, which is equivalent to about 10% of the 123,676,000 
tons of coal consumed by locomotives in 1944 and to 941% 
of the estimated 136,152,000 tons that would theorcti- 
cally have been consumed if the units of service 
produced by the diescl-electrics had been produced by 
coal burners. This displacement by diesel-electric 
power broken down by types of service is as follows: 
Switching service, 5,468,585 tons; Passenger scrvice, 
2,991,867 tons; and, Freight service, 4,015,474 tons. 
That this displacement is not only continuing but is 
on the increase is indicated by the fact that during 
the first four months of 1945 diesel-electric production 
of gross ton-miles of cars, contents, and cabooses 
and yard switching hours increased sharply and diesel- 
electric passenger car-miles increased moderately. 
The report makes the observation that the figures for 
the first four months of 1945 would indicate an increase 
of upwards of 5.7 million tons for the full year 1945 
over the 12.475,926 tons of coal required to produce the 
service units of dicsel-clectrics in 1944, or roughly 
18 million tons in 1945." 


BY MR. WELBY - This simply points out that a large tonnage of 
coal which has been displaced by these diesel-electric units in 
the United States for the full year, over 12 million tons of 
coal was displaced, and roughly 18 million tons in 1945. 
Various coal associations and coal burning railways 
in the United States are studying this situation to see if this 


trend towards diesels can be reversed. T recent issue of the 
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National Coal Association bullotin, carried tho following iton 


on this investigation: 


MWith a determination to dovelop a coal- 
burning loconmotivo that will meot the dicsel 
on any basis that it may perform, the bituminous 
coal industry and the railroads have formally 
launched a research program that it is hoped 
will bring about the desircd rosults. Howard 
N. Zavenson, Prosident of Bituminous Coal 
Resoarch Inc., announced on January 12th the 
(ormetvion Of a conmittee under the goneral 
auspices of the resoarch association to carry 
on this work. That committee will con ns ist ene 
ieee Jhitc, Sresitont © 2 the: Bay & O.. Batlroad, 
Who will act as Chairman: J. D. Francis, Prosidont 
of Island Creck Co.; Goorge Tee ay. Prosidont © 
Hanna Company: Grant Stauffer, President, Sinclair 
Coal Company end Drs. Haves: hose. Dircetom of 
Resoarch, Bituminous Coal Research Inc., This 
C mittee is tho sequal to a conference held in 
New York on January 12th, at which wore present 
My Wudter ot tha 8. & 0... J. Bo Hill,. President 
Cf tne ob. I, Gustay Motzman, President of 
the New, York: Contral, W..J. Jenks, President of 
the Norfolk & Jestern, and C. EH. Newton, 2resident 
Of 116, Cs &, 0, Several other railroads are also 
participating in this work. The Conference was 
attended also by Dr. Compton, President of the 
Massachusetts Institute of Technology, and Dr. 
A. A. Potter, Dean of Purdue Univorsity. These 
two, with their associates, will aid in the over-all 
planning of the progran. Lt was stated that in 
developing this Loe snot tive there would be no over- 
lasvping that would interferes with certain new coale 
burning locomotives that have recently been developed, 
It was pointed cut that the fuel reserves of the 
nation consist of more than 98 percent coal, while 
there is some dispute with respect to the reserves 
Of Cther tucis. the commities above namcd will, 
With their technical assistants, immediately go 5 
work, and for this job thore has beon already paid 
inte the research organization over 4 million dollars. 
This work deserves the hearty sunport of the entiro 
coal industry as well as the railroads.” 


Fo 


A furthsr roport on this subject was made in Bitunin- 


our Coal Research, (the quarterly publication of Bituminous 


earch Incorporated) of Soptember-1945, and reads as 


FOLLOWS? 


"An encouraging report was made by John is 
Yellott, Director 2f Rosearch for the Locozstive 
Development Cormittes of B.c.n. who outlined the 
experinental work now gett ing unter way tc develop 
a ccal-burning gas turbine. Aftor visits with gas-~ 
turbine nanufacturors, who offered their co-operation 
and discussed the orobl or of adapting coal to their 
machines, plans wore mado for resoarch at several 
laboratories on v.rious paascs of the canbustion of 
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“University is tho first to receive a definite 
assignnont on combustion chambers. 4 wartins 
Aovolonrcnt, tho gas turbine promises to rajlice 
the stcan ongins and diesel for driving locos0- 
tivos." 
dn article in which the question of coal vs diosel 
locomotives was discussod appoared in tho magazine "Coal age" 
in Septonber~1944 and has been. reprinted and widely distributed. 
Rocommoendations have been placcd before your Cormission by the 


Western Canadian Bituninous Coal Operators' .ssociation, that 


the Do:z.inion Government co-oporate with thse Railways of this 


pee) 


country in an investigaticn similar to that being un ertaken in 
the United States, locking toward the designing of a coal-burning 
locomotive which will moct diesels on any basis of performance. 
It mst be realized that all improvements in steam locomotives 


to meet dicsel competition, tend to reduco the total purchases of 


coal required to operate the Railway. 


BY MR. WELBY - I have a copy of that "Coal Age” transcript 
which perhavs might be filed. 


BY MR. FRAYLEY - Woe get tho publication. 


ee renee 


MR. VELBY continucs brict 


17 = COMPETITION #ROM GO..L PRODUCED IN OTHUR COUNTHI“s: 

Compotition with Canadian coal also comes from coal 
produced in foreign countrics, and particularly the United States. 
For many years it has been nocessary to purchase varying quantitics 
of United States coal in ordor to mest the fuel consumption 
requirements of the O.N.x. This tonnage fluctuated widely from 
year to year, but averaged about 2,100,000 tons annually during 
the neriod 1923 to 1944: the minimm quantity in thit period being 
900,000 tons in 1933, and theo maxirmnm approximately 4,700,000 tons 
in 1943. 

Tre main source of supply has been the No, 8 District 

of Ohio (whore the mines of the Canadian National Railways are 


located). - This District produces a good Locomotive coal, having 
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S. -4668- oS. 0. Wolby 
approximately the following analysis on an "air-dried" basis for 
mine run, unwashed coal: 


Moisturo 
Volatile combustible matter - 37.00% 


i 
= 
oO 
2) 
Xo) 


Pixed Carbon = b2,50% 
Ash - - 9.50% 
Sulphur - 5.50% 
Balsa. - 13,200 


United states coal has some advantages over coal 
produced in Canada. Much of it can be produced at costs below 
the cost of producing either Lastern or VYestern Canadian coal; 
in addition, it has a geographical advantage entailing compara- 
tively short hauls to the heavy consuming areas in Central Canada. 
Although the mine price is relatively low, other charges against 
the coal: such as freight, duty, exchange, etc., increase the 
delivered cost on C.N,R. tracks considerably, but even so it is 
frequently necessary to provide subvention assistance to enable 
Canadian coal to compete with the laid-down pont of United States 


coal in many parts of Ontario and Quebec. 


no. COMPETITION BETWOEN CANADIAN COL: 

Under normal conditions, there is always some competitio 
betweon various Canadian producing districts; for instance, mines 
in the various districts of Nova scotia and New Brunswick compete 
for railway requirements in the Maritime Provinces; similarly, 
but to a smaller extont, competition with Alberta coal is 
furnished by coals produced in British Columbia and Saskatchewan. 
It has occasionally been suggested to the Railway that its 
requirements in a particular province should be obtained exclusively 
from the mines in that province, and that no importations should 
be made from other provinces, oxcept tc the extent that the 
provincial mines cannot fully supply the requirements of the 
railway. The C.N.R. has been unable tc agree with this suggestion 
and has insisted that delivered cost at consuming points must be 


the deciding factor in the purchaso and distributlon of aive coal. 
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In addition to eampctition betwoon various districts, 
there is also competition betwoen nines in the samo district. 
4f all mines in a particular district produced oxactly the sane 
prado of coal, it might be possible’ to givo oach of them a fixod 
percentage of the requirements of the xailway. This, however, 
is not the case, and thore is 21 constant ani natural tendency 
on the part of the Railway to allot a largor percontage of its 
erders to mines producing tho bost coal. Under cortain-dondi- 
tions, particularly when tho industrial and commorcial demand is 
falling off, those mines which produce Low-grade coal find thon- 
selves short of ordors, and sometimes approach the Railway with 
requests for higher tonnages for which they will accept lower 
prices, Within certain limits, it is lesirable for the Railway 
to accept these cffers, and it would be subject to criticisn if 
it refused to do so, However, the ultimate effect of such 
proposals may be a reduction of all coal prices in a particular 
field, and as a-result the Railway is sometimes unfairly accused 
ef forcing down coal prices. «a ctually when lower prices are 
Polunvarily offered by one or more mines in a particular district, 
the Railway is faced with tho peculiar problem that it may be 
Criticized if it accepts the Lower prices, and it would certarinly 


2 


Pe criticized if it did not accept thom. It is suggested that 
instead of improperly criticizing the Railway, it might be botter 
for tho industry to rocognizo and acknowledge that the roason for 
price reductions will be found usually in the element of compe- 
Wition which cones fron within the industry itsolf. 

In addition to competition betwoen 4istricts and 
between the presontly operating mines in various districts, there 
is also the ever present nossibility of now mines or now districts 
being opened. aA new ficld is being exanines in the Highwood area 
Of S4lberta, southwest of Calgary; and it is stated that the cost 
at which this coal can be »vroduced and sold is: below the cost of 
bituninous coal now being supplicd to the Railway fron other 
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bo offered to the Railway from this field, at lower prices, 
thore wouli soem to be no reason why it should not be purchased: 
mae tinal effect of the oponing of this field; provided the 


as 
coal is of satisfactory quality for locomotives, nay be tc 
sharply curtail purchases from presently onecrating mines. 
Phether or not coal is mado available to the O.N.R. fron this 
particular field.and at what cost, is something that only the 
future can determine: but it will be realized that as lone as 
there remains tho ovoer-nresont possibility of the ononing of 
new tines, the C.N.R. cannot possibly onter into any long-torm 
agreomonts or commitments with minos which are at prosent 


supplying its requirements. 


BY COMMISSIONER McL.URIN  - are the C.N.R. going to acquire 
Sheen Creek mine? 

a, Weare not building a railway so far as I know, 

BY MR. PRANLEY - Sut I gather that as long as that coal is 


mere it would have that effoct;: thoy might be able tc suaply 


as If it mects our requirenonts. 

Peace WoULd not havo thought that was ’very inmortant? 

feo! think insone Of the briefs placed before ‘the Comission 

it was suggested that the U.N.R, might make long term contracts, 
perhaps 10 years, with their present suppliers. But we coula 
not do that on Account of tho possibility of now nines opening 
Which might produce Lower priced coal. 

2 That sounds reasonable and zives sone invortancse te this, 
Twas going to say promotion, I was going to say perhaps more 
importance than you should give it. It has boa lying there for 


a great many years. 


© 
16) 


BY THE CHAIRM\N - Dpn't be too sure that the o.N.R. io 


not nurchaso that mine. 
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BY MR. ‘ELBY ~ Iwas going to suggest that you cover that 


in your report. 
BY MR. PRAWLEY = Did Senator Burns ever offer it to you? 


BY MR. WELBY - But joking apart, there are other mines there 
which couli be opened up in those properties in Alberta, 
without necessarily building any railways in to then. For 
instance, I would say in tha last ten years there have beon 


two new proporties opened up in the coal mines in that vicinity. 


BY COMMISSIONER McLsURIN - «ind no amount of zoning, or 
equalizing of purchasing, or stock piling, will overcone 
econonic capacity of any market to absorb what is offered for 
sale. 

ie hat cis.ocorrect. 

9. dnd however crude it may be, first the railways and then 


the producers, and if we are going to survive we had better 


look after then. 


BY MR. WELBY - We didn't pick that particular one out, it 
just happens to be one here at the present time, and we say that 
the nossibility of opening up new mines has an effect on Long 


tern relationship with present suppliers. 


py te CH IRMAN ~ And they usually produce cheaper coal’ 


i, For a little while anyway. 


BY COMMISSIONER McLiURIN ~ If there was a market for the coal 
I suppose it is almost solf-cvident that the notent ial 
productive capacity of Alborta nines could be doubled without 


any substantial railway building. 


©. Indubitably, yes. 
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19.  PROPSRITES OWNED BY C.N.R. - (a) RAIL & RIVER COAL COMPANY 

Part, andin some years practically all, of the coal taken 
by the C.N.R. from United States, has come from mines which it 
owns and operates in Ohio, and known as the Rail & River Coal 
Company. These mines were acquired by the Grand Trunk Railway 
in 19le¢ to protect the requirements of that line; and throughout 
the intervening years, particularly during the two world wars, 
have proved of great benefit to the Railway. Not only have 
they cnsurcd a constant supply, but they have saved large sums 
of moncy duc to the cost of production being frequently lower 
than current markct prices. In addition, they have had a sta- 
bilizing influcnee in negotiations for thc purchase of Unitcd 
Statcs coal, merenas it ordinarily possiblc to purchasc such coal 
only when all conditions are favourable to the Railway. 

At timcs thesc mincs have produced over 2,000,000 tons 
annuelly, but production has becn lowcr in recent years. at 
prcescnt, two mincs arc bcing operated, namcly, Nos. 5 and O% 

Tho lattor, which is not mcchanized, and which is at present 
producing cbout 10,000 tons weckly, is almost cxhausted end will 
probably be closcd down within the next yoar or two. No. 5 mine 
is fully mcchanizcd, and is devcloped to produce 5,000 tons 
daily; akthough this figure has not boon reachcd recently due 
40 man-power shortages, cto. aftcr the war, it is cxpccted 

the Reil & River minc will produce approximately 1,000,000 or 
1,250,000 tons annually (based on a fivo-dey week), of which 

at loast half will be ncocedcd on lincs in the United States, 
leaving perhaps five hundred thousand tons for other disposal. 

BY THE CHsIRMAN: It is uscd cntirely by your railroad? 

MR. WELBY: Yos, almost exclusively by thc Canadian 
Netional. (Continues bricf): 

20. PROPERTINS OWNED BY C.N.R. ~ (b) CANNAR OLLS LIMUTED 

The Oil Gontrollcor warncd the Railways in 1942 of the 

possibility of serious interruption to the supply of oil from 
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necessity of dovcloping and producing oil from the Vermilion 
ficld in order to obtain the current requirements. While dis= 
agrecing that the development of this ficld should de made 2 
responsibility of the C.N.R., it was dccided to comply with the 
wishes of the Oil Controller; on which account Cannar Oils 
Limitcd, a wholly owned subsidiary of thc C.N.R., commenced pro- 
ducing oil in the Vermilion ficld in 1943. 

ut the close of 1944 this Company was Operating nineteen 
producing wells, and during the year 1944 delivercd to the Gels 
over 100,000 barrels of oil. 

BY MR. FRAWLEY: «jt how much cost per barrel, would you 
be able to say? 

MR. WELBY: I could get that figure for you, Mr. Fraw- 
Hey; i haven't got it - here. 

BY MR. FRaWLEY: If it is readily available in your of- 
fice would you mind scnding it in? 

MR. WELBY: I would be glad to. (Continues brief): 

While this property is not expected to remain in produc- 
tion for any great length of tims, it is felt that the C.N.R. 
performed 2 valuable service at Vermilion, which was of bencfit 
to the Government and also to other fuel oil consumers in 
Western Canada. 

Bl.  CONSERV..TION: 

Constant efforts are made by the Railway to conserve fuel 
and at present these conservation plens are strongly supported 
by the Coal Controller with his well publicized slogan "Save one 
shovel in five". after the present emergency is over, it is 
anticipated that the improvements which have resulted in the 
conservation of fucl will continue, and will tend to reduce 
post-war purchases. 

The generally accepted standard for measuring changes in 
fuel consumption on railways in North wmerica is "fuel consump- 
tion per thousand gross ton miles". On the Canadian National 
this figure in 1923 was approximately 146 pounds; but due to 
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was reduced by 1944 to 112 pounds = a reduction of almost 25%. 
If the rate of fucl consumption had been unchanged from 1923, 
it is estimated that almost 2,000,000 tons of additional coal 
would have been consumed on C.N.R. lines in Canada in 1944. 

This tondency toward economy in fuel consumption is some~ 
thing that is being constantly studied by the C.N.R., in common 
With all coal-burning railroads. 

Previous reference has been made in this brief to the 
Peavy cost of uel to the Canadian National Railways. This 
expense, duc to inereascd mine cost and other charges, is con- 
siderably higher at prescnt than it was in pre-war years. On 
price account alonc, there was added to the operating expense 
of the Railway in 1944 approximately $15,000,000.00 more than 
would have been the cost if the fuel had been purchased at 1939 
prices. It is almost axiomatic that the higher the cost of coal 
goes, the more active efforts will be made to reduce the quan- 
tity used. san editorial in the Saturday Evening Post of May Sth, 
1945, reading in part as follows, outlines this situation, 
particularly in view of presently increasing coal prices: 


"The railroads, in a normal pre-war year, used 
about one-fourth of the nation's coal to pull passen- 
ger and freight trains over the land. The ordinary 
steam Locomotive is a fine piesce of machinery. But 
it ig at best only about seven percent efficient. 

Now the gas turbine, which is a proved success on 

the flame supercharges of thousands of imcrican 

planes, can be designed to run on coal. wand the turbine 
can easily be designed to operate four or five 

times as efficiently as the best steam locomotive 

of the usual type. aA 'condensing' steam locomotive 

has been designed, but its adoption would accom- 

plish the same result--a decreased demand for coal. 

These gas-turbine locomotives will be expensive, par- 
ticularly if they are purchased and used while old 

and still-usable steam locomotives rust on side tracks. 

But they will save at icast three~fourths of the coal 

heeded to pull a trains’ * and at Ge railroads must 

bey & dollar more per tonhe-or even twenty-five cents 

more per ton--for coal, this difference ma, well be 

the final economic incentive for a large, perhaps 

unwelcome, capital expenditure. 


Mlthough the railroads hesitate to do anything 
to offend their friends, the coal operators, particu~- 
larly when competing lines are looking for the same 
freight, they sometimes slyly take a step toward 
greater economy. The cascading waters of the Susque- 
hanna River, for example, help pull the Pennsylvania's 
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huge Washington-tse-New York traffic, which includes coal. 

ind the Norfolk and Western, and the Virginian, among 

the nation's chief coal carricrs, have electrified 

Sections of their lines. True, they burn coal to pro~ 

duce the electricity, and transmit it by wire. But 

the efficiency of coal in a condensing central station 

is three or four times what it is in a steam locomo-~ 

tive. So, whether the coal operators and the miners 

realize it or not, these investments in electrification 
neutralized some of the big miner-wage increases of 

past year." 

Rent C.N.Re conservation investigations include studics 
of locomotive and power plant designs, including the possibility 
of using increased tonnages of lowermgrade coal. For some years, 
the Canadian National Railways has been represented on the 
National Committee of Fuel Conservation and, in addition, the 
Railway itself created a committee to deal with conservation 
of fuel on its own lines. The studies and recommendations of 
these committees have indicated 2 number of places where fuel can 
be saved by the Railway without too great capital cost, and 
steps arc being taken in many cases towards that end, 

a Simple example might be given of how conservation tends 
to reduce the consumption of coal by the C.N.R. For many years 
Brazeau coal was used on locomotives in its raw state as pro» 
duced at the mines; although, because of its comparatively low 
volatile content, and its large percentage of fines, stack losses 
in unburned coal were excessive. Several years ago the Coal 
Company, in en effort to improve this situation, installed a 
briquetting unit, and the result was so encouraging that addi~ 
tional units were.mstalled and the Company is now briquetting 
over fifty percent of its output. as a result, there has been 
& considerable improvement in the value of this coal on loco- 
motives, and the Railway is able to use Brazeau briquettes in 
its most difficult mainline services. However, the net effect 
has been to reduce the total consumption of coal by this Railways 
in other words, the 350,000 tons of briquettes and lump coal 
now being received from Brazeau has the same efficiency as pos 
sibly 450,000 tons of the kind of coal shipped in 1938; less of 
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it is being used because it is now a better and more suitable 
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fuel ior locomotives. This improvement in the quality of Bra- 
zeau coal means that without changing in any way the territory 
in which Alberta coal is used, there is a reduction of pe rhaps 
100,000 tons in the quantity of coal that can be purchased by 
the Railway. Plans for similar briquetting plants for other 
coals have also been discussed, and it is not beyond the bounds 
of possibility that large additional quantities of Alberta coal 
may be delivered for locomotive use ih briquetted form in the 
not distant future. 

It will be seen from the foregoing example that conser- 
vation, which is a laudable objective, and which is constantly 
being considered, will necessarily affect the tonnages of coal 
Which will be purchased in future by this Company. 

BY MR. FRAWLEY: The Brazeau company accepts that situa~ 
tion, does it, realizing that it has lost tonnage? 

MR. WELBY: Well, there has been a loss of tonnage to 
ilberta, not necessarily to Brazeau, because Brazeau perhaps 
have improved their situation. They have got a better coal and 
we are anxious to use more rather than less of that particular 
kind of coal. 

BY MR. FRAWLEY: You are just making a comparison there: 
"350,000 tons of briquettes and lump now being received from Bra- 
‘geau has the same efficiency as possibly 450,000 tons of the 
kind of coal shipped in 1938." 

MR. WELBY: From Brazcau. 

BY MR. FRaWLEY: Butyou don't mean particularly that you 

did buy 450,000 tons in 19387 

MR, WELBY: Ohno. as a matter of fact in 1938, on 
account of the quality of the coal we were trying to buy as 
little as we could. Now the situation is reversed and we are 
trying to get all wo can. It is very suitable for our locomo- 
tives. 

Q@ The Brotherhood came to us in Winnipeg ana said something 
about that? 


& Yes. 
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Q@ You didn't regard that as being particularly well founded, I 
suppose? 

A We listened. 

Cerro aro, still buying it? 

i, We certainly are. 

MR. WHLBY continues brief: 

The association of American Railroads in its cireular of 
December 26, 1944, previously referred to, has a short comment 
on conservation, and it is perhaps not out of place to quote 
these remarks, which represent the considered opinion of United 
States Railways, particularly to this important subject:- 

"It is to the best interests of the railroads, 

and to the nation, that the technical talents of the 

industry be directed toward improvements in utilize- 

tion of given fuels, for it must be assumed that such 
efforts will be so to improve designs and operating 

me ods as to achieve the highest efficiency with 

the coals which are most readily available to each 

road, and which (because of their lower quality) 

suffer from marketing disadvantages for consumption 

at distant points where the delivered price is heavily 

weighted by transportation costs." 

4S an example of the manner in which the C.N.R. has used 
its technical knowledge in this way, reference is made to the 
utilization of low-grade Saskatchewan lignite coal in the sta- 
tionary power plants at Transcona and Fort Rouge in the vicinity 
of Winnipeg. Some years ago, when the replacement of the equip= 
ment at these plants became necessary, new boilers and fittings 
Suitable for the combustion of lignite coal were installed, for 
the reason that large quantities of this coal were available 
from mines located within a comparatively short distance of 
Winnipeg. The performance of this coal in these installations 
has been satisfactory and has resulted in a reduction in con- 
sumption and a considerable saving in total fuel costs. 

Bas STORAGE: 

It is believed that no railway, and perhaps no company, 
in North america stores such large quantities of coal as the 
C.N.R. Primarily, this is for protection of the Company's 


requirements against possible interruptions of supply due bo 
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labour trouble or accidents at the mines and to climatic and 
geographic conditions. Large sections of the line are con- 
siderably over 1,000 miles from the nearest coal mines, and 
protection must be provided to offset any interference with de- 
liveries. sdditionally, a good deal of C.N.R. coal moves by 
water in the open navigation season, and must be stocked for 
use during the wintcr months. ‘Then, too, it is sometimes econo- 
mical to move Company coal in “off-peek" transportation 
periods, and to incur the cost of storage rather than to move it 
when requirements for the transportation of commercial freight 
are at a peak. In addition, piles are sometimes used as a 
Thalance wheel" to control the number of cars underload, and 
to avoid holding an excessive number of cars with Company coal; 
which might otherwise result in car shortages and adversely 
affect the ability of the Railway to give satisfactory service 
to its traffic patrons. The Company's coal storage policy has 
been amply justified in recent years and has been the main reason 
why the C.N.R. has been able to weather ome of the recent 
Shocks caused by disappointing allocations and deliveries from 
Iines, etc. 

MR. WELBY: I might perhaps add here--I don't know that 
it need go into the record--that is the reason the Canadian 
National is running today, with so many mines closed. It is 
able to run because we have stocks on which we can fall back. 
(Continues brief): 

Stocking always involves some expense and inconvenience. 
The cost of doing the work is not small, and there is loss due 
to weathering, erosion, unreclaimable coal, etc. Because of the 
danger of spontaneous combustion, there is also some expense in 
Maintaining 2 constant inspection of coal piles. Then, too, it 
is not always convenicnt to lift coal from piles when it is 
needed, duc to manpower and equipment shortages. In addition, 
it is sometimes necessary to operate piles in winter months, 


resulting in delivery of frozen coal or coal mixed with snow, 
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to locomotives, and thus adversely affecting the performance 
of trains in thc hardest and most difficult months of the year. 

Certain recommendations have been made to this Commission 
that the C.N.R. should stock coal to assist in climineting the 
fluctuations at mines caused by changing consumption require~ 
ments of the Railway: in other words, to assist the operators 
in levelling off the differences between the normal winter peak 
demand and the summer slump. To some extent this has been done 
as a regular practice in the past, and it may be possible to do 
even more in the future, and the C.N.R. will be pleased to co- 
Operate wherever practicable along these lines. However, it is 
Suggested that the entire burden of the stocking of coal for 
this purpose should not be plaecd upon the Railway, and that 
the producers should themselves consider the possibility of 
stocking excess coal, from time to time, in the vicinity of 
their own mines. Because of the danger of spontaneous combus~ 
tion when coals cf different origins are mixed in a common pile, 
the Railway must, of necessity, Limit its storage to a compera- 
tively small number of coals, or elsc lay down a large number 
Of small piles, which is neither sconomical nor practical. 
This means that the C.N.R. can, of necessity, only be partially 
helpful in the working out of this problem, whereas it would 
appear that many operators can and should help themselves by 
stocking and lifting coal in the vicinity of their own mines, 
as has been done by the Dominion Coal Company, and to a lesser 
extent by other producers in the paste 

While assuring the industry of the interest of the Rail- 
Way in this problem, and of its desire to co-operate, it is 
suggested that the burden of solving this problem is jyerhaps 
being unfairly placed upon the consumer of coal, whereas the 
solution properly should be found and effected by the operators 
themselves. 

fetes étalon as to the quantity of coal to be held in 


stock is properly a function of the Railway. Most U.S. railways 
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carry stocks amounting to less than a month's supply: very few, 

if any of them, carry as much as three monthst coal in stock, 

While the C.N.R. is interested in suggestions as to the quantity 

of coal it should stock, it is cbvious that only the Railway 

itself has sufficient knowledge of all the aspects of its posi- 
tion to enable it to lay down a policy as to how much coal should 
be carrisd in stock, ctc. 

BY MR. FRAWLEY: When you stock coal that you actually don't need 
at the moment of stocking, shouldn't you get some price ad 
vantage, and have you been getting any? 

MR. WELBY: No sir. 

Q That has never entered into it? 

« I wouldn't say never. I think perhaps there may have been 
times in the past when, shall I say an attractively priced 
coal has been offered to us which we felt we could afford to 
stock and we thought we should enter it in our piles, but not 
in recent years. 

& It costs money to stock coal too, ties up the money? 

a. 16S. 

& But you say it is not a demand on your part when you do de-=- 
cide to stock coal in off-season periods? 

« No. We just kind of add that. The expense of storing is 
one of the things the Company undertakes as part of its 
regular fuel-buying program. There are many times when for 
Our oWn purposes we want to stock coal anyway. 

Q@ I am glad you dealt with it because we did hear quite a bit 
about that, particularly in Nova Scotia, and it occurred to 
Me if you are going to do it you should have some advantage 


in price? 


a 


I wouldn't want to say that. we have never had any price 
advantage offered to us, but I would say to my recollection 
that such occasions have been few and far between, and I 
would say they are not regularly offered to us for that 


purpose. 
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W. -4680~ Se 0, Welby 
MR, WELBY continues brief: 
25. POST =WasR PROBLEMS IN THE PURCHASE OF COs: 

Much attention has been given to conditions on Vie (C41, ne 
likely to follow the end of the war, and to the quantity of 
coal that may be required. It secms probable that there will 
be some reduction from the high rate of consumption of recent 
years; but it is anticipated that requirements will remain fairly 
high for some time. Perhaps the experience of 1918 to 1929 will 
be repeated, and the annual consumption on Canadian lines many 
average between five and five and a half million tons for the 
next ten years or morc. 

To a certain extent, the level of traffic over the Rail- 
way, and the resultant demand for fuel, will depend upon com~ 
peting methods of transportation. It is possible that compée= 
tition from buses and trucks may become more severe in the post- 
wer pcriod than prior to 1939. press reports indicate that there 
Will be increased activity in road Duilding, and this will 
probably be followed by an increase in the number of buses, 
trucks, and private cars using these roads, all of which will 
have a tendency to reduce activities on the railways. Competi- 
tion from air lines may also effect, to some extent, the number 
of passengers who will use the Railways. sll these factors 
together with fuel conservation plans, new locomotive designs, 
etc., will affect the quantity of coal required by the C.N.R. 

In this post-war era, old problems that have been eneountered in 
the past in the purchasing of fuel, are expected to arise again, 
and new problems may have to be dealt with from time to time. 

One of the most difficult problems to be faced ig that 
Of poor-grade coal. Some Canadian coals which have been pure 
ehased in the past cannot be given a high rating for locomotive 
purposes, yet there were policy reasons for continuing to buy 
them. It was felt that it might not be possible always for mins 
producing the better coals to supply all the requirements of the 
C.N.R., in view of the possibility that fires, explosions, equip- 


ment disabilities, or labour interruptions might interfere with 
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production; therefore, the purchase of lowcr-grade coals ap 
peared to be justified. 

However, during the difficult conditions of the past few 
years, some of the mines producing inferior coal have not been 
as helpful as was hoped. If the element of a "safety supply" 
does not exist, (which seems to have been demonstrated in rex 
cent years) it means the purchase of low-grade coal by the Rail- 
way as an "insurance" is not justified. The questions then 
arise as to why these purchases should be continued at all: 
and if so at what price? During the war, prices were paid for 
the low-grade coals which are higher than can be economically 
justified on the basis of prices of competing coals. It will 
be necessary, sooner or later, to make a decision as to whether 
this arrangement can be continued and, if not, how quickly and 
to what extent it should be corrected. It is difficult to see 
how the C.N.R. normally can pay prices which are higher than 
the comparable value of the various coals justifies. 

It is perhaps not always recognized that it costs as much 
to haul inferior coal over the line as it does to haul good 
cOal,and taking into consideration the element of cost of haul, 
prices which can be paid economically at the mines for inferior 
Goals are even Lower than would aaone be the case. It is 
not proper to compare prices on various coals at the mines in 
discussing the value of inferior coal, but there should be 
added, in each case, the cost of moving the coal over the 
Railway from mines to consuming points. ven this is generous 
to the inferior coals, since, in actual practice, there is 
also an excessive cost in hauling this coal due to the neces- 
sity of moving it to specific points where it can be used, 
involving extra switching in terminals, additional road hauls, ete. 

Another problem associated with the purchase of low-grade 
Goal is the difficulty of using it. For years the trend on the 
C.N.R., in common with other railways, has been toward building 


higher-=powered and hence more costly locomotives. The only 
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Justification for these heavy expenditures, which are primarily 
to render better service, is that heavier trains can be hauled 
at increased speeds. If this cannot be done, the Railway 
might as well continue using smaller and less satisfactory 
locomotives. This heavier power, however, demands better coal. 
Just as the expensive automobile or plane of today demands 
better gasoline than was the case twenty years ago, so the 
heavy locomotives in use today need better coal. i light en- 
Sine and fifteen cars stalled because of poor. coal is one 
thing: a heavy, expensive engine with a train of perhaps 

fifty to one hundred cars is a much more serious matter. It 
must be recognized that the quantity of low-grade coal which 
can be used (regardless of cost) is decreasing; and unless 
there are some unforeseen developments in the future the situ- 
ation is not likely to change. It is suggested that the pro- 
ducers of these low-grade coals may find it advisable to take 
steps to impove their product so as to make them more economi- 
cal and suitable for use on the C.N.R. 

Proposals were placed before the Commission in Nova Sco 
tia that the market in the Maritime Provinecs should be re~ 
Served to the Independent coals. Such a suggestion is in- 
practical, if the C.N.R. is to continue to provide first-class 
train service in the Maritime Provinces. This cannot be done 
if inferior coal only is to be used on locomotives in this 
Section of Canada. «ny such arrangement would result in con- 
Stant delays to trains, slowing down of schedules, and com 
plaints from the travelling public, freight shippers, railway 
6mployecs, etc. 

another problem which must be considered is that of con» 
tinuity of supply. The C.N.R. must receive adequate and con~ 
tinuous supplics of coal if it is to carry on its vitally 
important functions. References have been made in some briefs 
placed before this Commission, to the importance of larger quan- 
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associated Boards of Trade of Cape Breton Island go so far ag 
to say "the Railways operating in Canada should bo PeQuired GS 
uso Canadien coal exclusively." The rccord of the past fow 
years, with its seriously inadequate dcliverics of Cam dian coal, 
during which time it has been necessary for the O.N.R. to dis- 
tribute U.S, coal as far cast as Truro, N.Se, and as far west 
as Saskatoon, does not encourage this proposal. [It may be 
claimed that the suggestion about "Canadian coal exclusively for 
Canadian railways" was meant only for the post-war pcriod. If, 
however, the railways of this country normally refuse to buy 
U.S. coal, what likelihood is thore that U.S. producers will 
have any interest in the requirements of this country, if through 
war or other causcs it becomes necessary again to look to them 
for supplies? Whilc the many recent difficulties of the Cana- 
dian Coal Industry are appreciatcd, and while it is felt that 
it has pcrhaps done as wcll as possible undor these difficul~ 
tics, it must be regretfully admittcd that the industry has not 
becn able to take care of total Canadian réquiremcnts during 
the war; and has not proved capable of rising to great produc~ 
tion heights as has been the case in the United States. Until 
some guarantee of continuity of ea under any and all condi- 
tions and over a period of many years can be made by the indus- 
try, there would scem to be little point in talking about 
Canadian railways using Canadian coal exclusively. 

another problem concerns the distribution of possible 
reduced orders between various mines in the post-war pcriod. 
One of the most frequent questions which has been asked by coal 
Supplicrs is whether it will be the policy of this Company 
after the war to favour those companics who have protected 
C.N.R. requirements during the abnormal war years. In addition, 
on numerous cecasions requests have been made that the C.N.Re 
enter into long-term contracts with present suppliers; so that 
they would reccive some recognition of their service during the 
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it has beon felt that, other things being ogual, it is 
only reasonable that those companics who have Lookoa after 
C.N.R. requirements in the present abnormally tient market, 
should be accorded fair treatment in the post-war period; and 
many producers and shippers have been so advised. If the atti- 
tude had becn taken that helpfulness during the present cmer~ 
geney wouldnot be tangibly recognized aftér the war, it would 
have added greatly to the difficulty of obtaining necessary 
requircments. | 

BY THE CHAIRMAN: That. doesn't mean that you intend to 
purchase less Canadian coal after the war than you did before? 

MR. WELBY; I don't think. 

BY THE CHAIRMuN: I mean to say, we can't read that in? 

MR. WELBY: No. as a matter of fact, wo deal with this 


roblem of United States and Ganadian coal in the next pera 


5 


graph. (Continues brief): 

This raises the question as to what is to be done for those 
Unitcd States coal producers, and their Ganadian dealers who 
have taken care of C.N.R. requirements during the period of 
high consumption and at a time whcn the Canadian industry could 
not supply anything like the wartime rcequircments of the Rail- 
Wey. These companics have seen to it that at no time wes the 

Oal supply of the Railway dangerously low, and the C.N.R. 
Owes them a debt of gratitude. sre we now to say to then, 
"Thank you - it was nice while it lastea@"? If so, what inecn- 
tive ig there for them to provide similar protection under 
emergency circumstances in the future? If, in the near future, 
Canadian coal displaces immediately all or most U.S. coal, 
there may be definitely unfavourable repercussions in the U,S. 
Coal industry: and among many producers who are friendly to the 
C.N.R. at present and upon whom this Company has depended 
ereatly in recent years. This may add to difficulties in pro- 
Curing coal supplics in the U.S... in similer emergencies in 


the future. Many U.S. producers have stated that their main 
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intercst in shipping to the G.N.R. in reecnt years has been 
their expectation of participating in C.N.R. orders in the 
postewar period. 

MR. WELBY: You will notice, sir, that this paragraph is 
headed "Problems". These are things that we have to facc in 
working out our coal supplies in future years. 

BY THE CHATRMAN: What I meant by that, Mr. Welby, does 
this mean that you should, as a matter of courtesy, use the 
Same amount of uzmerican coal on your railway as you got during 
the war? 

4 No sir, this is one of the problems that we are going to 
have to face. 


Why should it be a problem? 


Fo) 


i Well, the report of your Commission will undoubtedly have 
& bearing on how this problem is disposed of. 

@ Oh, I don't know; it might or might not, but I am, to be 
perfectly frank, quite alarmed at the thought that the coal 
iadied ry of this country is going to be placed, so far as 
importations from the United Statcs are concerned, is ZO-= 
ing to be placed on. a war condition after the war is over-- 
it is over now--that is, that we must, as a matter of 
courtesy, import the same amount of coal from the United 
States as we did during the war. 

BY COMMISSION®R McLAURIN: You are not suggesting that? 

BY THE CHaIRMiN: Well, I think so. 

BY COMMISSIONER McLAURIN: I mean I am asking him, 

MR. WELBY: sre we going to take that attitude? arc we going 
to say to them, "Thank you. It was nice while it lasted,™ 
4, lot of those companies--and we have to admit that the 
Canadian Nationel would have found it very difficult during 
the last few ycars without United States coal-emany of them 
have said, "Wc are not interested in supplying you with coal 


today; we can sell all this coal at just as good prices in 
the United States market. We are only interested in the 


fact that we cxpect to get Canadian National orders after 
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the war is over." 


BY COMMISSIONER McLiURIN: Let's assume you had a reduction in 


di 


Canadian production for C.N.R, consumption of one-half and 
you would have the same as you have now, subventions and 
tariffs, you wuld have a point at which Western coal from 
your point of view cconomically competes with American coal, 
and another point where Nove Scotia coal economically con- 
petes with szmcrican coal. The smerican producers, I suppose, 
might not like our subventions and so on but you could very 
likely be able to appease them by playing fair in that mare 
ket which is their economic market. Do you think so? 

I think this, that it is one of the policies of this company, 
and I think we tried to emphasize it earlier in the submission, 
one of the policies in connection with the purchase of railway 
coal is to always endcavor to give Canadian coal the prefcr~ 
enee in the buying of our coal, and I am quite sure that the 
war will not change that policy. In pre-war deys wo were 
taking as much as 68 or 69% of railway coal from Canadian 
Mines. That policy, sir, has not been changed by the war. 


I would like to emphasize that point. 


BY MR. FRAWLEY: You say: "If, in the near future, Canadian goal 


da 


displaces immediately all or most U.S. coal, there may be 
definitely unfavourable repercussions in the U.S. coal in 
dustry," but that is not a very likely thing? 

No, that is not, Mr. Frawley. Our consumption will probably 
g0 down so gradually--that is the way we look at it~--this 
problem will probably solve itself over the years. Our gon- 
Sumption will go down gradually; the amount of coal we will 
buy from United States mines will probably go down 


gradually over a period perhaps as much as 10 years, 


BY COMMISSIONER McLaURIN: These observations are in some measure 


A 
ae 


related to the statement made by the Cape Breton Board of 
Trade that we should have emclusivse use of Canadian coal? 


Yes. 
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BY MR, FRAWLEY: Which would cost the treasury of Canada a 
terrific lot of money. 

BY THE CHilRManN: It was not the coal operators, after all, that 
made that suggestion. 

MR. WELBY; It was somebody clse, the Board of Trade. 

BY THE CHalRM.N: 4 Board of Trade always makes very exagger~ 
ated statements. 

MR. WELBY: I think we might point out, and I think we say it 
with some pride, that the Canadian National Railways is the 
biggest buyer of Canadian coal, and has been for a good many 
years. We buy tremendous quantities of Canadian coal and we 
are proud of that fact. We are proud of the service that is 
given to us by the coal mines and we hope that the relation- 
ship in the future will be just as close as it has been in 
the past. 

BY THE CHalRMaN: and not only that, but Canadian operators 
are shareholders in the railroad. 

Pees Pieht, sir. They will be very interested, therefore, 
in giving us the best coal at the cheapest prices. 

BY MR. FRAWLEY: My interest is so infinitesimal I don't think 
about it very much. 

BY THE CHAIRMAN: Your second last statement has allayed the 
fears that I expressed about markets for Canadian coal. 

MRe WELBY continues brief: 

There is still another problem which must be faced in 
the post-war era, and that concerns the guality of coal being 
Shipped to the railway. During the years of the war, there was 
@ lowering of preparation standards at many mines, and since 
the demand was heavicr than the supply it has becn necessary 
to make the best of this unsatisfactory situation. However, 
as conditions return to normal, the C.N.R. will expect to re~ 
ceive cleancr and better prepared coal. It is likely that most 
Operators recognize this situation, and are making their plans 


accordingly, but other produccrs may receive an unanticipated 
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shock when, in the post-war period, shipments are rejected by 


the C.N.R..bocause of the unsatisfactory quality of their coal. 


a4. UNITED STuTHS BITUMINOUS COuwt wCT OF 1937; 

During the carly thirtics, the United States coal indus- 
try was facing many problems similar to those being experienced 
a that time by the Canedian coal industry. The i.4.R. in re~ 
ferring to this.situation in its circular of December 26-1944 
made the following comments: 


"The objective of the Bituminous Coal act, as 
set forth therein was to eliminate the evils of de- 
structive price competition in the bituminous coal 
industry. In the carly 1920's, the long term trend 
of demand for coal which had been rapidly upward 
throughout the whole previous history of thc industry, 
camc to a halt and turned downward, accentuated after 
1929 by generally depressed business conditions. 
During this period, mine operators individually strug~ 
gled to maintain as large a share as possible of the 
diminishing total demand by price competition. In- 
dividual industrial buyers took advantage of this 
Situation to secure their coal at the lowest possible 
price, without regard to any other considerations. 


"The railroads, however, were in a different 
position from that occupied by widely secattercd indi-~ 
vidual industrial consumers. Had they all uscd their 
tremendous purchases of coal to drive prices even 
lower, without any regard for the effect on the min- 
ing industry, the situation, which was so notoriously 
bad that it became a matter of national importance, 
would have been much worse. The coal buying poli- 
cies of the railroads, which resulted in their paying 
an average price at least closer to the cost of pro~ 
duction than other buyers, but still below that cost, 
had a stabilizing influence and should be commended." 


In an effort to solve some of the problems of the indus~ 
try, the United States Bituminous Coal act (Guffey Bill) of 
1937 was enacted. Some reference has been made.in this brief 
to this uct and to the fact that minimum prices on all coal 
Produced and sold in the United States were fixed under this act. 

actually, however, the bill went far beyonc ‘the fixing of 
prices, important as that feature was, and applied a code of 
ethics to govern the conduct of the whole industry. Some of the 
features dealt with in this Code were as follows: 

Sales agent: Their contracts, commissions and functions, 


Orders and Contracts: Type and points to be included. 


Terms of payment. ; " 
Use of coal analyses by producers and selling agents, 
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sale of coal refuscd on transit or at destination, 

Substandard preparation or quality. 

Substitution of one coal for another. 

wdvertising, 

Unfair methods of competition. 

No producer was forced to subsoribe to this Code; i.e., 
become a Code member, However, an excise tax of 195% of the 
minimum price was imposed upon the sale of coal from which only 
"Code members" were exempt. Similar bills recently presented to 
the United States Congress are almost identical With the prow 
Visions of the 1937 act. It is of particular interest to con- 
Sumers of coal that provision was made in this ict for the ap 
pointment of a "Consumers Counsel whose sole responsibility was 
to protect the interest of coal consumers; consideration should 
be given to a Similar, appointment in any regulatory body set 


up in future to control the Canadian Coal Industry. 


G0. THE Valli OF CNR. BUS INZSS LO Tie COuwL INDUSTRY: 

The interests of the railways and the coal industry are 
Glosely interwoven, particularly in Canada. Railways purchage 
tremendous quantities of coal, and are therefore entitled to 
buy on a price basis that is reasonably close to cost of produc- 
tion. On the other hand, it should be pointed out that railway 
business has Many attractions for the coal LAGUSURY. 

Primarily, railway orders constitute for many coal pro- 
ducers a steady backlog of orders. In times when commercial, 
industrial anda household business glackens, and perhaps dis- 
appears entirely, orders from the railways for locomotive coal 
Continue and thus permit the producers to continue to opsrate 
Mines which might otherwise be closed for long periods. 

It has been stated before the Commission that orders are 
placed by the railways "at thcir pleasurc" and fluctuate con- 
Siderably from time to time. The C.N.R. admitted some woakness 
in this respect when it was pointed out six or seven years ago 
before the McGillivray Commission and took immediate steps to 
rectify it, and cannot understand why it is again resurrectca 
Bt this timc. However, it is suggested that a study of the 
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railway orders than there is in the cass of commercial and in- 
dustrial orders. Industries and dcalcorg have little hesitansy 
in discontinuing orders cntirely during the slack season and 
insisting on priority in busy scasons; but orders from the rail-+ 
ways continuc, cveon though, on oacesions, at 2 reduced basis, 
regularly and stcadily. It is felt that any study of this situ- 
ation vould eliminate many of the critical comments that have 
been made about fluctuations of railway orders, and thet the re 
would be, instead, a greater appreciation of the valuc of the 
orders which rcach the inincs week in and wock out, indefinitely. 

In addition, railway locomotive coal is usually purchased 
in large blocks, for which negotiations normally extend over 
Only a short period of each year. It is scldom neecssary to 
continuc the solicitation of railway busincss over a PEriog or 
wecks or months, as is the ease with the much smaller orders 
from dcalers and industry. On this account, the sclling expense 
on reilway fucl is usually lower then on salcs to othscr con- 
Sumers; whieh is anothcr reason why prices to the railways should 
be lower then to other customers, 

BY he fis CHulRMAN: Don't you think that a lot of the 
criticism Seaimen the O.NVR, 18 political? 

Ma. WELBY: You put me on a tough spot to answor that, sir. 

BY THs CHuliN: I have noticed that the same criticisms 
arc not levelled goncrally against the C.P.R. 

BY COMMISSIONIR MeLwURIN: This criticism was. The Mo~ 
Gillivray Commission wes ono investigating both railways, in 
Which Mr. Justico McGillivray's strictures wore applica with 


Petal strength to both of them. 


BY THs CH.IRMAN: That has been my opinion for some time. 
Of course I myself won an clection on oriticism that I made of 


the O.N.R. at onc time. But I have beon rcaching thet conclu- 
Sion during thcse hearings, that there is a lot of it, especi- 
@lly down in cur own country, the Maritimes. However, if you 


don't care to answoxr 4%, Letd el riznt. 


A ate 
bea a 
"5 + 
Pe ae 
odting Mae ele 
sag) . - ees de af rede 
ve © : ms yy 2) ts 
wine Lean: 4.88 
ee {6 yim LL" £ 
me 
“sF he wer? 20 alte 
ya aha ic Sra 3 ve 
. pain Gant) pdlinnba 1 
‘ Dae P aye, 7 
> cae eo) er g WiKK O40 
= t a es 
“it 
— 
Gs iit ; 
- eh } i ; A ‘ , 
: z . s 
é 
: igs 
bal Uh t ; { 
: pice 
Pe ies. 
é 
al 
a 
tr , 
- 
eee 
i, 
’ 
. i 
ee = J ‘ | 
f 
TY 
> . <= Vise 
g 
a vel toays8 ore £ 
J ; 
7 


"Asana dans “wnt esis es 
ica “ping pel eb AA. {of "4 


ote * Gaseeo I), pieom cay 


hy 
aa. i. 7 
ae ? ; 
Hae aby iis 


a et ae 


ae ce 
y : as 


Z 


per 


} 05 Ee 


ee & ) ‘jest orvias , Stay 
al, > 1 


te sahhg bat OUl> enptia 

4 aRsod mek cee, 
as aon 9m. dsodaw, av 
p bl Apt Ass (eee i Lap h 7 
idl Ae, al ott 2 tie? Ua hou 
| epee wl i 


Far 


76 8 (v fe ae 


= get CoRR lon Ae Seeeke 
: ; — fp Sin er: 
» voit 2f ef seitanno ie 
/ ” ie 6 (Rass 5 “ ake - 
4 i ¥ fi pop let 7A 
g > a te: “is 
ah. > ed, ies ari? pe™ hd ‘t 
‘a gis u raid Bheee 
e ~— } 
ry y = ery ye 
Dalat Alice ee ee Di ite hres - 
‘ Ras * 4s Ulan, meters - 
& vic . a 
ye = i 
wit . ae am sek: 
—_ 
4 4 ry ea 
. Somerby a een “ee = wes . 
é 
il ] _ } ea or aa = 
iss ‘ he ry @ 
. lida Meo ee eieey ee 
van 4, ee poet ant Fhe die $e eam enna 
oe Be Sib ti : 4 
mide - oi, Be /eL Oy) ree 
aa a. 
y Pies oats ; , 
RAG “EV sae Mee a bod: a 
i { 
re Lt, icocoh Aree EA 
se - “ 
J] 
Cr a Sree rece Oke 
° ~ a ~~ 
‘ Ly Py. 2a Gs | 24 guy 
. LM =. sé 4 @ utd PZ © © 3 Higa 
@ ts Pa f i 
j A ' 7 
at | VaR; o het ee ib le Gt 6: 
3 hes i) ce, - 
=a 
Shit Ae peri, eu. He 
ary Pane) - 


‘pete ey $f a nee ‘vith <aitt, 


We -4691- S.C. Wolby 


MR. WELBY continucs bricf: 

Furthermore, therc ig no ercdit risk involvcd in sclling 
cOal to the large railway companies. Credit risks must be 
considered carcfully when dcaling with many othor types of con+ 
sumors, but in the ease of the railwavs this phase of the busi- 
ness can be forgotten. The O.N.2. is the highest type o: 
risk in Canada, and payments for coal purchascd arc regulerly 
madc on the dates agrecd upon when purchases are negotiated, 

Then, too, railway inspection ig on a reagoneblc basis. 
Industry gencrally, end particularly dealers, are of necessity 
fussy about quality of the coal shipped tc them, and sometimes 
reject entirely coal which is not GXactly in accordance with 
their size and quality spocifications., Thc reLiweyes, On tHe 
other hand, while expecting to reccive clean and well prcparcd 
cOal, are reasonable in the inspeetion of this coal; and out 
right rejections are uncommon, If not satisficd with tho quality 
of the coal which hes boon Shipped to it, the O.n.R. usually 
negotiatcs a reasonable price allowance instead of rejecting 
the coal and leaving to the shipper the responsibility of dis~ 
posing of it elsewhere. 

In connection with inspection, it should also bc kept in 
mind that railweys are able to utilize « wider range of sizes 
then is the case with many other gonsumers. On this account, 
the railways often assist producers in disposing of thcir resul- 
tant sizes, after they have made slack, nut, or lump coal for 
the industrial market. In other words, railwey fuel orders are 
helpful to the producers in maintaining e balence betwosn their 
Warious sizes, and thus assist in emintaining more level and 
cOntinnpus mining operation. 

Due to the above mentioned, and possibly other attractions, 
the busincss of the C.N.Re is cagerly solicited by many coal 
Producers, both in Canada and the United States: and mving re~ 
Ceived these orders most of the producers appear to do cvery~ 


thing possible to satisfy the railway in connection with prepe- 
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ration of their product, regul> IeLGy OL Shipments, ete, 


some of the counter- 


Kh 


It is hoped that this FECL tal 6 
vailing benefits which tho industry and individual producers 
have reecived through railway orders will bring a more general 
recognition and appreciation by all the operators of these 
bencfits. If so, it is felt that the future relationship be-~ 
tween the C.N.R. ana the industry will continue on a harmonious 
and satisfactory basis. 

all the foregoing refers to the purchase of fuel by the 
C.N.R, and except where otherwise stated all tonnages heroin 
are net tons of 2,000 lbs. ana all years are calcndar years 

MR. WSLBY: Now I should explain, perhaps, gir, the rost 
of this brief refers to transportation and arises cut of some 
suggestions made Bor in Nova Scotia, and while I can answer 
eny questions, any reasonable gucstions--I can try to answer 
them--in the foregoing part of the brief, I cantt say much about 
this last part here. It ig Just tacked on to my brief as some- 
thing we had no other place to put. If you have any questions 
to ask about it I will be pleased to have somebody from our 
Bureau of Research come up and answer them for me. 

BY THE CHAIRMAN: That is quite satisfactory. 

MR. WELBY continues bricf: 

26, LRuANSPORTATION: 

In the various briefs and oral testimony submitted to 
the Commission reference has been mede to the transportation 
available for the movement of Maritime coal, and particularly 

oal from the Cape Breton collieries, and the statement is medo 
(Page 5 - Bricft of .ssocietcd Boards of Trade of Cape Breton 
Island, January 16th, 1945) that "Apart from the cost of pro= 
duction, the transportation factor is one of the most important , 
if not the most Critical, retarding the distribution and market- 
ing of Nova Scotia mined coal." Js Cape Breton Island coal 
Production is, by and large, about cighty percent of the total 


Production in Nove Scotia, the criticism of transportation igs 
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Se re | 


taken to apply largcly to that area, wS & prelude to a dig» 
cussion of the general question of transportation, and to ob- 
tain a clear beckground, it ig intercsting first to examine 

the actual production at Cape Breton collieriss for the past 
few ycars, the proportion such production bears to estimatod 
Capacity and the roesons advanced for any failure to achieve 
the estimated maxim output. This information is furnished 
annually by the collicries to the Dominion Bureau of Statistics 


and for the years 1937 to 1943 inclusive is as shown: 


(thousands of short tons} 


1937 1938 1939 1940 1941 1942 1943 


Production (C. Be Dist.) 5491 4677 5414 5897 5384 5289 4435 


Peroent of Capacity — 77% 68% 73% 19% 82% 794 81.74 
Loss of Capacity a5% 58% 27 21% 18% 21% 18,.3¢ 
analysis of Loss F ; 
of Capacity % va S % % go I 
Absentoeism Ti6™ Oso™ VOPe ae Sg pevon ee, o 
Lack of Orders Toso. coed 1 8- Oro taro la 
Car Shortege - ~ O.1 ays) - O.4 - 
Mine Disability V6 Ore Oe eee ae ame 
Other Causos DegriGed | Oso ied host airmen 
20.0 3840" "270" -2y.O° Teo eee esos 


If reliance is placed on these statistics supplicd by the 
collieries themselves, the only loss of capacity attributable 
to transportation in these years would eppear to be on the 
grounds of car shortages which it is reportcd occurred in the 
years 1939, 1940 and 1942. 

BY THE CHAIRMAN: Do you remember, I think I asked one 
Of the Dominion Coal Company higher officials down there if 
there was any lack of transportation to get their full supply 
of coal abroad, except a few times during the war, and he said 
fone. That is my recollection. 


MR. WELBY: I think thet is probably correct. (Continues 


brief): 
It should be noted, however, that the maximum disability 
: Gg 4 Fe) ne 32 
Claimed in this respect amounted to but 1.8% in any cne year 


. 2 a nt n16y frre 
and that this was in 1940 when the requirements of war traffic 
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inposed a heavy burden on railway facilities. Sineo the outbreak 
of war railway rolling stock has beon taxod to the limit to 

keep pace with traffie requirements and 2t times it has been 
impossible to complotely meet all domands. This has resulted 

in some instanecs in car shortages for brief periods but as an 
indication cf the czecllcont mannce in which tho railway has 
protceted the car requirements of the Cape Broton collicrics 
there is shown below a tabulation of tho nunbcr of idle cax 

days incurred in holding a supply of oars available at Sydnoy 


for prospective coal loading in the yoar 1941 to 1944 inclusive: 


Yoar Idlco car days at sydney 
1941 ~ 15,894 
1942 ~ 10,472 
1943 ~ Bo gk 
L944 — ~ 23,670 


It must be cmphasized that this loss in potential car 
usc was incurred in an effort to adcquatcly care fcr Cape 
Breton coal requircuents during tincs when the demands for this 
type of car in other parts of thc country cxeccdcd the aveil~ 
able supply. It should also be emphasized that this tabulation 
of idle car days docs not ineludo cars hold at points other 
than Sydney for coal loading in the Cape Bretcn district and 
that the inclusion of such cars would gwoll the total of idle 
coal car days on this account by sovoeral thousands. — 

Wé submit therefore thet railway car supply cannot be 
the basis for ony justifiable criticism of transportetion in 
the Cape Breton aren in thesc yoars. 

Both water and rail transportation are available for the 
movement of traffic in volume between Cape Breton Island and 
Other parts of Canade. Prior to the war, as a result of wator 
Competition, traffic on the line bDetwecn Truro and Sydney was 
considerably less than would otherwise havo been the case. The 
railway found itself, during seasons of navigation, handling 
only such freight traffic as was not susecptible to wator move~ 


ment «end cven during winter months railway facilities were not 
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being uscd to capacity. The outbrcak of war with the consequent 
impetus on industrial production, the movencnt of large quanti- 
mes Of supplics’ tc Newfoundland and the dislocation of water 
transportation ineroascd the flow of rail traffic cnormously 

on this linc and causcd the reilway to give scrious considcra- 
tion to-the whole transport problom in this arca, Facilitics 
were improved by thc extconsion of sidings and re-arrangcnmont 
and cxXpansion of vara facilitics tc on extent thet was fcensible 
in the time and with the matcrials available. However, when it 
canc t2 the problom of how this gro-t vclumc of econl which had 
proviously moved by water wes to be moved by vail, and whon 
this was taken in cnjunction with thc tremoend:us inercasc in 
traffic which had taken ploec to the port of Halifex end which 
was moving over the single track lino botwoon Moncton ane) Tear, 
it was obvious that gomce altornate moans would have tc be ob- 
taincd becausc tho volume was beyond the capacity of existing 
lincs. These altcrnste moans consisted partly of ea diyersion 
of markcts so that coal could be obtained from other souyecs and 
partly of the constructicn of a by-pass facility in the form of 
@ coal transfor plant at Point du Chenc. This plant, which 
could be and was built quickly and as a wartinc measure, pcr= 


4. aS 


mitted watcr movement fron Cave Breton to Point du Chene and 
rail movement beyond, thereby by-passing the Sydncy-Moncton reil 
line, and cnsurcd a path being kept open for largo quantitics of 
coal from Cape Breton. Tho transfor plant built in 1942 has an 
estimated capacity of 1,500,000 tons of coal per year which igs 
roughly 50% of the tonnage of coal moved by weter to St. Law 
menee markets in the peak ycar of 1939 and about 65% of the 
average annual tonnage moved by water in tho ten -~ yeer period 


1950 - 1939 inclusive. Sines its completion in 1942 it has 


handled approximately 461,000 tons as follows: 
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Yoar Pons or Coal Cars of Coal 
1942 Leo L05 2,081 
1943 629,000 4,355 
1944 Liv, ioe ou 


Construction was complctcd in .ugust 1942 end therofore 
the tonnage handled that yeer does not warrant any comment but 
it is noteworthy that in the yooar 1943 the plant was only uscd 
to slightly over fifteen porcont of estimated eepacity and in 
1944 to less than cight porcent. In this conncoetion it nay be 
observed that goal production in the Cape Bretcn district dc= 
ereascd approximately 1,000,000 tons betwocn 1942 and 1944 ag 


follows:-+ 


Year (Short) Tons 
1942 5,289,000 
1943 4,435,000 
1944 4,226,000 


ill these things teken together have permitted the movo~ 
ment of a large volume of treffic ovor the sydney-Truro Line 
withsut serious intcrruption of delay. Thore have boon times 
when the facilitics wore taxed beyond thoir capacity but these 
have been few and for relatively short periods and, in the main, 
there can be no justifiable criticism cf railwey freight service 
in thet area. »as an indication cf the situation prevailing in 
1944, it may be statcd that during thet yoar the freight traffic 
handled by ferry across the Strait of Canso was not more than 
77 percent of ferry capacity. In other words, approxinately 
15,000 morc cars of freight could have been handled had they been 
offered for movement. In pre-war ycars less than fifty percent 
of ferry capnoity was utilized duc largely to water competition, 
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no reason to bolicve that the situation will be radically aif 


fercnt in the post-war period. 
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Water tronsportation to its principal morkets. The relative 
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importance of rail end weter transport from tho vicwpoint of th 
coal industry is amply cvideneed by the following statement ap- 
pearing on Page 64 of the submission of the Dominion Stccl ana 
Goal Corporation Linited:-~ 

"While water transportion must and should always 

be looked upon as the principal mode of carriage, it 

is plain that it must be supplemented by rail carriago 

if the all-ycar operation of the mines is to bo 

achieved." 

This is borne out by the fact that in the five years 
immediately preecding the war the railway was used to move lcss 
than five perecnt of the corel shipped from Nova Seotia to St. 
Lawrcnec markets or an average of about 115,700 long tons per 
yoar, while the balance, an averagoc of 2,668,000 tons por year, 
was moved by watcr. With the outbreak of war and the sucse quent 
dislocation of water transport, a nuch greater porccntage had 
to be moved by rail and in 1940 a total of 713,000 tons was go 
moved. This was more then six times the average of the previous 
five yoars. Sinec 1940, tho total tonnage or coal shipped to 
Qucbee «nd Ontario points has stoadily dcereased as a result of 
the expanded wartime use in the Meritine Provinecs and by 1943 
(the latcst figures available) the volumc has fallon to epproxi- 
mately 520,000 long tons, of which 270,000 tons movcd by rail. 
This dcpcndcnec upon and usc of water transportation is quite 
understandable, The railways can do a great decal in tho way 
of transportation and while thcy are by long odds the choapost 


method of transporting freight on land, they cannot succossfully 


competc on a cost basis with wator transporte 
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ST.TEMENT NO. 1 
STHuM COsL CONSUMPTION BY C.N.R. - 1920-1944 
Contreal 
utlantic Contral Vernont G.T.W. Western 
Dylvoyelo. 8,000, 1oL 9 397,232 TAO,62e.  =[o061, 841 
918,935 2,536,549 168,214 622,010) 271357, 285 
mar 909° 276276020 200 71 624,379 1,668,680 
809,082 2,919,457 226,868 791,382 2,149,566 
706,266 2,737,031 184,741 TAS 59S | ANCA AVS 
670,383 2,590,076 180,640 748,990 1,692,302 
722,540 2,704,549 186,089 807,122 1,746,569 
7oe,0L5 + 2i6Suy621 . 167,531 776,884 1,876,411 
768,995 287867664) 157,950 802,482 2,150,378 
SOlyg7y 2,75by;4e5 160,085 819,623 1,774,667 
737,082 8,368,646 148,775 612,586 1,488,496 
630,654 1,921,826 132,018 502,337 1,237,878 
488,909 1,596,656 109,368 414,881 1,164,452 
467,599 1,484,996 108,286 429,603 1,052,661 
569,910 1,662,993 114,922 477,700 1,090,346 
595,000 1,651 /057 220,482 524,596 1,148,165 
642,656 1,815,204 131,365 579,658 1,807,254 
610,452 1,943,193 133,708 598,623 1,120,879 
658,47) 2,772,517 113,350 28P2376  sVetas 155 
594,567 1,896,857 122,812 532,199 1,230,666 
825,049 2,236,648 130,814 591,168 1,369,534 
Puc wooo set 7hGs Ode 8587590 627,907 1,586,441 
Teg, 420 86 Bae 2D 156,627 536,394 1,655,515 
1,228,497 3,510,458 189,441 604,583 1,944,955 
dyeei,e25  33296,859' 174,482 B765 255 “2.07 Oss 
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ST..TEMENT NO. 1 (Continucd) 
STEM COL CONSUMPTION BY C.N.R. - 1920-1944 


Consumed in 


year Syston Canada Lee ssa 

1920 Syoluror. 5,684,800 eee OL 
1921 6,382,993 5,419,150 963,843 
1922 D, SO ,6c5 4,860,933 A008 jo0G 
RE EAS) G7096,000 5,649,443 1,246,912 
1924 Goat, (44 5 116,496 Lyle eo 
180 Disc t soon 4,773,409 1105, 38¢ 
1926 6,166,669 As99D ser. 1,171,498 
1927 6,268,462 5b lOG voce lle ood 
1928 6,060,001 5, 004,0a9 Piles scos 
1929 GG 7177 Db, OG, oo Loeb eee 
1930 EST yaraTe ys) 4,456,010 899,575 
bashoul 4,424,713 3,697,429 (A ligooe 
1932 Opes el hy CG (ey Fr 600,094 
1933 5,043,145 2,928,493 SI O52 
1934 0490 ,070 Opoovis LOO OT Oxide 
1935 Bigs 15 I9DO 5,040,710 {GeV AR One. 
1936 A sarG LOS 5,466 ,993 809 ,115 
LIST 4,406,855 J, eae 834,614 
1938 “a. O61., 875 By OOGI7S 682,900 
Lgo? 2: Go By eae Oe Ul 0,664,080 (Deg tok 
1940 SOO, a Oey Os 2 Re aneon ese 
1941 6,064,295 5,140,477 Joy ols 
1942 6,670',086 5,844,800 aA bine 
1943 Vel 1, 9S4 6,540,816 Choa aes: 
1944 7,109 cee Ceo, Lee 896,704 
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OT.TEMENT NO. 2 


OT..TEMENT SHOWING ORIGIN OF COAL PURCHASED 
HOR C.N.R. LINES IN Canada - 1923 - 1944 


Conndien British ece Total 
1923 3451447 “ 4086879 7538326 
1924 2394474 2247806 4642280 
1925 2147940 : 2147558 4295498 
1926 2935665 i 1928743 4864408 
1927 3406604 2162 2641417 6050183 
1928 33SL222 6350 2008617 5346189 
1929 3237930 7921 2177219 5423070 
1930 2663149 7861 1680848 4351858 
1931 2216151 rf 1487426 3703577 
1932 2001905 1240246 BB42151 
1933 2240225 a 902197 3150422 
1934 2647649 : 1086029 3733678 
1935 2513930 of 988346 3502276 
1936 2587128 : 1154798 371926 
1937 2679984 ~ 1449199 4129133 
1930 2399750 . 1320248 3719998 
1939 2919749 2 1046659 3966406 
1940 3311540 33996 1740779 5086315 
1941 3138898 : B2L8135 6367033 
1942 2842982 : 3665207 6508189 
1943 2177555 E 4717458 6895013 
1944 2296445 a! 4459545 6755990 
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C.N.Re PURCHASES OF COAL FROM VaRIOUS PROVINCES ~ 1930-1944 
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oT. TEMENT NO. 3 


Nova 


Seotia 


1,274,000 
Y, b25- 000 
755,000 


1,074,000 
1,417,000 
1,196,000 


1,253,000 
1,340,000 
1,135,000 


1,500,000 
1,466,000 
1,257,000 


1,415,000 
956,000 
845 ,000 


wlberta 


1,214,000 
956,000 
1,088,000 


991,000 
1,052,000 
1,114,000 


Ly Ld8,000 
1,114,000 
1,040,000 


tL, Lo7 000 
1,569,000 
1,557,000 


1,420,000 
1,057,000 
1,280,000 


Now 


Brunswick 


92,000 
73,000 
94,000 


123,000 
113,000 
137,000 


131,000 
117,000 
106,000 


145,000 
163,000 
142,000 


98,000 
70,000 
47,000 


British 
Columbia 


51,000 
31,000 
29,000 
28 ,000 
27,000 
28 ,000 
34,000 
30,000 
36,000 
26 ,000 


17,000 
60,000 


20,000 


1,000 


Be Ge Welby 


Saske.te= 
chewen 


32,000 
31,000 
36,000 


32,000 
39,000 
39,000 


51,000 
79,000 
83,000 


82,000 
96,000 
123,000 


85,000 


94,000 
123,000 


Totel 


2,663,000 
2,216,000 
2,002,000 


2,248,000 
2,648,000 
2,514,000 


2,087,000 
2,680,000 
2,400,000 


2,920,000 
3,311,000 
3,139,000 


2,845,000 
By Oye 
2,296,000 
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OTATEMENT NO, 4, 


ST a RN NNN tobe verve ees 


ON NHICH SUBVENTIONS WERE PAID 


amount: p4,202,198.13 $94,685.47 


41,185 ,848.30 


Nova Total 
Seotia_ Saskatchowan Alborta Canada 
1930-1931 - - £7,000 17.000 
1931-1932 89,000 6,000 Le OO0 112,000 
1932-1933 15,000 4,000 8,000 27,000 
1953-1934 688,000 12,000 55 , 000 755 , 000 
1954-1935 881,000 ~ - 881,000 
1935-1936 672.000 ~ ~ 572,000 
1936-1937 623,000 . 9,000 632,000 
1937-1938 612 ,000 - - 612,000 
1938-1939 502,000 ~ - 502 ,O00 
1939-1940 978,000 8,000 8B ,000 1,074,000 
1940-1941 112,000 22,000 227,000 361,000 
1941-1942 5 17,000 198,000 215 ,000 
(1942-1943 fe 12,000 85,000 97,000 
1943-1944 - 15 , 000 | 35,000 18 ,000 
1944-1945 - 15,000 35,000 18,000 
ietay 15. 5,072,000 Lee COC 7205000 5,893,000 
years SS ee ——— Sierras Saar ee 
Total 


$5, 482,701.90 
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Sc a rE 


Montreal & 
Points Bast Ottawa Brock « Belle- 


_% North Coteau & West ville Kingston ville 


—— 


Miloages 
Ex Windnill 


Point 38 LG Leo 175 me kL 
Kingston 136 dB aah 48 - 48 
Toronto eS ss Ss is _ 
Denot ‘Harbor zt a - mn i 
Key Harber = ia 2 E is 


Cost of Nova 
Scotia Coal 


Peo, De Cars 


C.N. Tracks $5.15 v5.15 5.15 $5.15 5.15 $5.15 
Ween, Haul at 
5 nills eee _.58 20S i) O75) A ee 
TOTAL COST pd .15 5.34 $5.75 $5.78 $6.025 $6.255 
Cost of 


Imported Coal: 
BeOeD. Cars 


C.N. Tracks $4.97 ° %4,20 $4.20 4,20 $4.20 $420 
0.0.8, haul at 
5 nills us .68 CA Pons. | hee 


$4.77 $4.88 $4.755 $4.44 %4,20 4,44 


LE CS ET LS NC ET A RT AN er ew ne = eee ne 


EXCESS GOS? | | 
NOV. SCOTIA COAL 0.38 $0.46 $0.98 1.5401 41.63 $1.82 


OL TL OCA SAS ESL tt TGS RSISESE SENSES CCCP than ee-eemnansetn 


Continued on page 4704 
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Capreol 
(Includ ing 
Toronto North South Gogana 
Lindsay & North Brent Bay River Foleyet) 
Miloayzes 
Ex Windnill 
Point 306 334 S77 339 356 423 
Kingston - - - “s = = 
Toronto 70 - ~ - = ie 
Denot Harbor - - 1G? ILS (ae) - 
Key Harbor - - - - s 70 
Cost of Nova 
Seotia Coal: 
P.Oeb. cars 
C.N. Tracks 5 615 p5.15 pd el5 po. Lb. pds L5 ~5 15 
0.0.5, haul at 
oO nilis 1.53 UAL) goo Jae SG OS Li Oo sare rege aes 
TOTsL COST; v6.68 $6.65 6.54 6.845 6.93 76265 
Cost of 
Imported Coal: 
foe. cars ; . 
GaN. Tracks 4.00" $4.00 $4.27 © $4.27 $4027 4024 
0.C.S, haul at 
9 mills Bee ee OED ac hes O90 btn a eenooe 
TOTAL COstT; 4.35 $4.00 $5.115 $4.86 42 665 $4.59 
EXCESS COST ae ane | . eae 
WOVS SCOTIA COAL $2,323 pe ed0 wl 24d $l 99 peeel pee OO 
(max. es (max. ) 
Details of U.S, 
coal price on Depot Key 
Je N. Tracks Montreal Kingston Toronto Harbour Harbour 
Mine price pl eed ®1525 pl ecd pl .e2d $le25 
tail Freight acy 1x62 L62 1.62 Loe 
fessel freight -80 «58 oo «05 Ser 
ischarging and 
Storage 35 ~ - ~ «50 
uty OES te Fe eee ee ee 
v4.77 4020 34,00 427 $4 BA 
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~4705- S.C. Welby 
STATEMENT NO, 6, 
DUTY AND EXCISE TAXES PAID ON U. S. GOAL IMPORTED 
INTO CANADA BY THE C.N.R. is 
Rate of Duty se eee 
W ar 
Duty Excise (i) Exchange Tax (C) 
ma ok - ~ 
rook - - 
(To March Asya = = 
(Fron April Hia18) - - 
50 2 i 
50 3 - 
.50 z 
~50 m ‘ 
.50 < . 
(To May 250 - - 
(Fron June 075 1% - 
(To April 6th) .75 1% - 
(Pron "° Yth) 75 3% 
275 3% 
075 3% - 
075 3% fe 
275 3% . 
£75 Be 2 
275 3% zs 
275 3% B fe 
075 x 10% 
275 s 10% 
275 2 10% 
275 5 10% 
275 Sa 10% D 


Contimued on page 4706 
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anount of Duty 


War 
Yoar Duty Exeiso Exchange Tax _ total 
1923 wl, 743,949.57 * " yl, 743,949 57 
1924 1,509,833.90 = - 1,509 ,833.90 
1925(To March 1,148 ,187,54 - - 1,148 ,187.54 
(From April “ é 
1926 1,045 ,175.95 = 2 1,045,175.95 
1927 1, 332,288.12 = a 1,532,288.13 
1928 965,186.77 = ss 965,186.77 
1929 1,079,209.95 ss ms 1,079,209.95 
1930 953,682.26 he . 953,682.26 
1931 (To May ( 972,639.20 $17,122.27 2 989,761.47 


(From June 


t 


Meee(To Apr.6) 1,009,;437.54 57,212.72 - 1,066,650.26 
Peron" 7) 
1933 650,977.77 48,949.22 - 699,926.99 
1934 806,141.67 72,543.64 = 878,685.31 
1935 735,777.99 67,800.58 - 503,578.57 
1936 860,882.20 82,873.68 = 943,755.88 
1937 Ls0e3 (250072 100,772.25 - Lea e4e 027.07 
1938 964,884.24 93,414.20 ~ 1,058 ,298.44 
1939 734 745.51 1Bego75ee5 = 753,720.76 
1940 1,297 ,015.55 ~ pl67 , 845.81 1,464,859.36 
1941 2,377,756.80 . 648 , 694.89 3,026,451.79 
1942 2,706 ,552.85 - 810,746.57 3,517,299.42 
1943 3, 284,860.94 a 1,183,999.15 4,468 ,860.09 
1944 3,246,296.62 - 1 68S e7e6.50 4,530,023.13 


Notes; x - Duty on slack 14¢ per net ton. 


4&4 - Excise calculated on duty paid value. When Canadian funds at 
discount the difference 
in exchange also added 
before excise calculated, 

B = Excise removed, effective April 26, 1939. 


C ~ Tax beeane offective June 24th, 1940, and calculated on Ues, 
nine price plus prenmiun 
on U.S. Funds at 11%. 

D ~ War exchango tax cancolled June 1, 1945. 
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ST.TEMENT NO. 7 


COSTS OF U.S. COuL PURCHASED BY GAN.DIAN NATIONAL RaILWiys 


RuILBORNE COaL 


Niagara 
Massena Cobourg Frontier Detroit 
December $1, 1939 CX.N.WVa. 6x Ohio ex Ohio ex Ohio 
Mine Price SL, 35 @Leed elye. GL.25 
Foreign Freight 320 2.29 Bed 1.74 
Duty iD ehO ald Aes. 
F.O.B. cars our tracks $5.30 G4 29 4.54 35.74 
september 15, 1945 
Foreign Freight 3-20 B29 2.54 1.74 
Curreney Equalization 
Charges 220 020 220 220 
Duty iD 0 75 Pee as 75 
Exchange G 11% uO, poo gels ae 
wel wor $6.55 26.60 36 600 


November 15,1939 


WaTERBORNG COuL 


(ex Ohio mines) 


Fort Willian 


Mine Cost (pl 25 
Rail Freight & Dumping 1.62 
Vessel Freight sar 
Discharging, etc. 200 
Dury 8 
(p40 B4 

september 15, 1945 
Mine Cost 32.96 
Rail Freight & Dumping 1.62 
Vessel Freight 40 
Discharging, 6tGe O76 
250 


Exchange @ 11% 


(56.605 
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MR. WELBY sworn by the Chairman, with the usual proviso 
as to opinion and information evidence. 
EX..MINED By the Chairman. 
Q There is just one question that I want to ask. (Gould you 
make available to us, if you haven't got it, a comparable 


statement of Nova Scotia coal and United States coal at 


Montreal in pre-war days? 
& That is the price? 


Q@ No, the amount, the quantity, for your purposes? 

& The quantity that we took in Montreal? 

Q No, the quantity that you used there. The quantity of Nova 
Scotia coal thet you used and the quantity of United States 
coal that you used for your own purposes in the district of 
Montreal. 

4 Yes. We will have to go back a good many years before you 
find any United States coal coming in there, because Nova 
Scotia coal was being used exclusively in Montreal for a 
great many years. 

Q@ Iwill be quite satisfied with that statement. You needn't 
gé0 any furthcr. Nova Scotia coal was being used exclusively 
in Montreal, pre-war? 

4 Pre-war and for a good: many years back. 

Q Just onc more question. Would you give us a statement, if 
it is casily available, on the difference in scosts on your 
oll opcrations in the mountain regions and British Columbia 
regions, the difference in cost between oil and coal in that 
operation, based of course on preewar costs of coal and 
pre-war costs of oil? 

4 «and based on pre-war consumption, guantitics pre-war? 

Q Yes. 

i That is for the railway alone, sir? You are not interested 
in the vessels at all, operating on the coast? 

No. 


Yos, I think we can give you that, sir. 
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EXuMINED By Mr. Frawley. 

Q Your two statements, Nos. 3 and 4, break down the tonnages 
of coal by provinces bought and the tonnages of coal by 
provinces on which subventions were paid. There was a great 
deal more coal moved under subvention from Nova Scotia than 
moved under subvention from the Western mines. Now are you 
able to say how the two things compared, tonnages purchased 
and the coal on which subvention was paid? Have you got 
that relationship worked out at 211? 

& Ona basis of percentage? 

Q Yes? 

& NO, we have not. We could take it out for you very easily, 
though; just the quantity of coal we bought in Alberta and 
the quantity that moved under subvention, and the same 


thing in the East? 


Q Yes. 

Looking at these figures, the amount you bought in the 
Western mines=-well, in fact you bought a good deal more 
in the Western mines than in Nova Scotia some years, didn't 
you? 

& Well, take the year 1940; we bought more in ilberta than 
we bought in Nova Scotia, 

Q Now then, take the subvention you received..Of course Nova 
scotia was down and Alberta was up? 

4 You will have to go back previous to 1939. 

Q If it would not be too much trouble, if you covered the 
period that you have covered, 1930 to 1944, and worked out 
a bricf statement containing that information? 

i We shall be very pleased to give you that. 

Q Now would you look at Statement No» 5, which is a sample 
statement which shows the excess cost of Nova Scotia coal 
compared with imported coal. Now I am interested in that, 
arising out of, among other things, the statement filed by 
Mr. Lamb from Washington the other day. would you look at 


the statcmcnt and tell us which line shows the subvention paid? 
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That last one. 
Excess cost of Nova Scotia coal? You have a figure, of (338 
ccnts; is that the subvention you received? 
Yes, that came back. 
Hrom the Dominion Fuel Board? 
Maes; Bish ti. 
and it was not very difficult to arrive at that, I take os 
in vicw of the statement that you have made up? 

submitted 

No. as a matter of fact we - "a Statement every month 
to the Dominion Fuel Board in this way, and then at the end 
of the month we gave them another statement showing how much 
coal we had used at Montreal on which 38 cents was going to 
be paid, and how much coal used at Coteau at 46 and how much 
coal used at Ottawa at 98, and so on, and that was the final 
amount credited back by Dominion Fuel. 
and the subvention paid was 38 cents, no more or less? 
Let serieh ts 
Then at Coteau the difference in cost was 46 cents and you 
received that? ‘s 
Yes. 
Then at Toronto the difference in cost was $2.50 and you 
received that? 
Yes, although the actual difference in cost was $2.65, but 
the maximum subvention available was $2.50. 
You couldn't have received $2.65 so you received the maximum 
of $2.50? 
That is why we referred in this brief to the fact that we 
had used Canadian coal at points where it had cost us some 
money, and were pleased to do so. 
But wherever your excess cost was under the maximum then you 
received just exactly the excess cost to the cent? 
That is correct. If you remember correctly, the reading is 
tthe difference in the laid-down costs," and we had to 


demonstrate what the difference in the laid-down cost was at 
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6ach of these consuming points. 

and the subvention you received was just exactly the dififer- 
ence in the excess cost? 

txactly. 

Now on page 20 you do make the statement that the oil you 
use at Victoria, Vancouver and Prince Rupert is imported 
oil. Is that California fuel oil you are burning there? 
That is imported oil brought up by the Imporial 0il1 Compeny 
by tanker and delivered to us at Victoria, Vancouver and 
Prince rupert. 

Isn't it imported crude oil and manufactured into fuel oil 
at Canadian refinerics? 

That is true. It is certainly not imported as fuel oil. 
Now do you actually buy the fwel oil? 

It is purchased by the vice-president, purchasing depart~ 
ment, yeSe 

Because we might be interested in obtaining something on 
the prices, on the technique of how you go about buying it, 
whether you call for tenders, and what determinants are 
there in arriving at the price you pay. It might be well 
if you would give us that. | 

We would be pleased to, but of course it would have to be 
pre-war, because during the war we have been pretty well 
pleased to get our fuel oil wherever we could get it. 

I think it would be very helpful if you would give us a 
precise, not too lengthy memorandum on buying your fuel oil. 
It might enter into the question the Chairman has asked you, 
the comparable costs, but I am particularly interested in 
the technique of establishing a price between yoursel? and 
the oil companies in filling fuel oi1 requirements, and it 
might be helpful if you would tell us what your expericnoe 
is? 


We ghall be very pleased to send you something on that. 
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Now on page 24 you say that "It is suggcstod that instcead 

of improperly criticizing ine Railway, it might be better 

for the industry to recognize and acknowledge that the reason 
for price reductions will be founda usually in the element of 
competition which comes from within the industry itself," 

Now you want to speak mostly, I suppose, for yourself rather 
than for the industry, but I invite your comment on whether 
or not a central selling agency--you are really speaking of 
Alberta bituminous, are you, or all the fuels? 


Iam speaking generally, although there was very little 


criticism, as I remember, in Alberta of our prices. There 
was some definite criticism in the East that we were paying 
too little for our coal. Sinn 

411 right, wherever it might arise. What would you think 
of the advantage to the industry if there was a central sell< 
ing agency and if you could deal with one selling agency 
for all of the coal in the district? 

I can cnly speak from our experience. There has been a 
sclling agency set up in New Brunswick and our reletion-~ 
ships with them have been most stisfactory, and I think that 
through that agency a good many difficulties have been 
ironed out. 

That is you deal with the one ferson in the purchase of all 
the coal in the Minto field? 

Yese 

and you think that a similar shheme, either on the Coal 
Branch or in Nova Scotia, would have some advantages? 

I think it would have some advantages. It might be diffi- 
cult to work out though. 

Now you speak about a National Committee of Fuel Conscrva- 
tion, on page 27. What is that committee? 

That is a committec which was set up I think under the Coal 
Controller and the Canadian Pacific and Canadian National, 
among others, were invited to have representatives and see 


what could be donc in conserving fuel. 
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Now on page 35 you talk about the feasibility of the pro- 


& 


ducers of low-grade coals taking steps to improve their pro- 
duct, but carlier in your brief you had some very interesting 
observations on the utilization of law grade coal in modern 
equipment. It makes just a little inconsistency there? 

iA Perhaps it might; perhaps the problem should be approached 
from both angles. Pcrhaps we should do what we can in the 
way of better utilization of low grade coal, which we have, 
and perhaps at the same time some of the producers might 
take some steps to improve thcir product, cither by washing 
the coal, sizing, or Sone tine like that. 

Q You have made real progress with Saskatchewan lignite in 
your stationary installations in Western Canada? 

a Yes. 

Q@ You haven't tried to burn lignite in your locomotives? 

& Not yet. Whether we cver will or not, I don't know, I am 
not prepared to say. 

Q Your Statement No. 7 shows that you had a mine cost for Ohio 
cOal of $1.25 on the 15th of November, 1939. Ohio ig 
Dicurict 4, is it? 

ii District 4, yes. 

Q and Mr. McRlvaney's brief, Exhibit 214, gives us a table 
showing the weighted average cost of producing bituminous 
cOal, and this table shows that in 1939 the average of costs 
for District 4 was g1.76. I am just wondering whether there 
is any necessary conflict there, or would your figure still 
be correct, $1.25, mine cost? 

4 Our figure is correct. You see at that time there was a 
free market, and I think perhaps we did a good thing. It 
indicates good buying, doesn't it, if you can buy coal at 


$1.25 as against somebody else at $1.70? 
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It might also méan that you perhaps slipped by the anti~ 
dufiping rate, did you? 

I can only say this, Mr. Frawley, that you will notice the 
price uscd on this particular statemont that went to the 
Dominion Fucl Board was $1.25 and presumably was okayed by 
them, 

That is a very good answer. [In other words, you brought it 
right in under their nose and if they had any objection it 
was up to them? Did you have any repercussions from the 
Canadian industry that you were bringing in coal in such a 
fashion that it might be considered to be contravening the 
anti-dumping regulations? 

Not that I know of, Mr. Frawlcy. 

Nothing formal, anyway, you mean? You might have heard some 
conversation about it, but did anybody ever take it up 
Seriously with the Minister of Finance in Canada? 

We are talking about 1939 now. as T understand it, antin 
dumping only applies when we are getting coal cheaper than 
it was being scld in the home market, and J say . in the 
home market you could get coal at G1,.25 regardless of the 
fact that it was costing $1.70 to produce, and I presume 
that is one of the rcasons for bringing in these mininun 
prices, because the industry was cutting its own throat, 
The Canadian National were not the only people? 


NO. 


12.10 P.M, - COMMISSION «DJOURNED UNTIL 2.15 P.M. 
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AFTERNOON SESSION 


The Commission resumed on Wednesday afternoon, October 


10th, 1945, at 2.15 P.M. 


BY MR. FRaWLEY: Mr. Chairman, Mr. Hamilton J. Stuart, 
K.G., Of Toronto, is here to present a brief on behalf of 19 
Canadian importers and distributors of United States bituminous 
coal, and that will be Exhibit 231. 

Exhibit 231 - Brief of Canadian Importers 
and Distributors 

Mie Hat LTON J. STUART, K.Gs, proceeds to read Exhibit 

eoL: | 
Presented on behalf of the following Canadian importers 


and distributors of United States bituminous coals: 


1. Canada Coal, Limited Toronto 
Be Century Coal Cu. Limdted Toronto 
je Cosgrove & Co., Limited Toronto 
4. Vesis COnwCOEL. OC. Toronto 
De Empire-Hanna Coal Co. Linited Toronto 
6. The Elias Rogers Co. Limited Toronto 


7. Great Lakes Coal Co. Limited Toronto 


8. Gillies-Guy, Limited Hamilton, Onte 


9s. Halliday Co. .Limited Tor onto 
10. Harbour Coal Co. Limited Toronto 
li. J. Frank Jones Coal, Limited Toronto 
12. The Lake Erie Coal Co. Limited Walkerville, Ont, 
13. Milnes Coal Co. Limited Toronta 
14, Pittsburgh Coal Co. Limited Toronto 
15. W. Be. Reynolds Coal Co. Limited Brockville 
16. eit Mee & Pittsburgh Coal Co. 

(Canada) Limited 7 Toronto 

17. St. Lawrence Importing & 


Distributing Co. Linited 


Toronto 
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Bo, Whe Valley Gamp Coal Gosof 

Canada Limitcd Toronto 

19. Standard Fuels Limitod Toronto 

NOTE: =< sttached hercto as appendix "CG" is a list of thc citios 
and towns at which arc located sales offices or stock 
piles of the above firms. 

We should porhaps meke it clear at the outset that nono 
of the firms on behalf of whom this brief is presented is associ- 
ated as to control or ownership with any of the others, and while 
there may sometimes be transactions of purchase, one fron the 
other, cach of thesc ne is in competition with the othors in 
the business of sclling bituminous coal. 

MR. STUART: I would like to interject a remark here, Mr. 
Chairman, and to point out I am instructed since this bricf was 
typed that there may possibly be one exception to this statement 
as to independent control and ownership. We have no first-hand 
information on the subject but we would like to make this 
reservation, sir. (Continues bricf)s: 

ue importers and distributors of well over half of the 
annual tonnage of United States bituminous coal brought into 
Canada, we welcome this opportunity of prcescnting our views for 
eonsidcration by your Commission. We wish particularly to 
enphasize the significance of reccnt changes in transport, 
handling and markcting and to statc our position on the present 
system of import dutics and subventions. In doing so, we shall 
make speciel reference to what wo consider discriminatory 
taxation as between coal imports and oil imports. 

Welland Canal an 

For meny years prior to the opening of the new Welland 
Ship Canal, in 1931-32, the ercat bulk of smerican bituminous 
Goal reachcd the principal consuming arcas of Canada by the alle 
rail route. With the opéning of the Welland Canal, however, 
Lake Ontario became part of the Upper Lakes Navigation systen. 
ilmost overnight it became possible to lower the cost of 
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from Lake Eric ports in cargocs of from soven to ton thousend 
tons. The resulting growth in waterborne import of coal to 
Lake Ontario ports is indicated by the record of through ship~ 
ments of american bituminous coal down the Welland Canal. cH 
cording to the Dominion Government's annual bulletin entitled 
"Canal Statistics", these shipments rose from an average of less 
than 600,000 tons in 1927-1929 to almost two million tons in 
1931 and to @.8 million tons in 1934 despite the decline in 
ageregate coal imports during the depression. 

BY THE CHatRMuN: Do I understand that 600,000 tons was 
water transportation? 

MR, STUART: Water transportation, yes. (Continues brief); 

Subsequently they rose to 3.6 nillion tons in 1937 ana 
to over 4 million tons in each of the four years 1941 to 1944, 

The coal traffic down the St. Lawrence was not influcnecd 
by the Welland Canal in the same way. Waterborne coal had for 
many years moved down to Montrcal, hcing transshipped fron the 
railroads mainly at the Lake Ontario ports of Oswego, Sodus Point 
and Charlotte, N.Y. This traffic which has to move in the 
smaller, canal size vessels, was not materially affected by the 
Opening of the Welland Canal during the ninetcen thirties and 
was restricted by stiff competition from Nova Scotia coals, the 
more so as these werc, in some cases, subsidized. 

During the years 1941-44, the movement of smerican coal 
down the St. Lawrence suddenly increased. It rose to eight 
times the level of the middle ninetecn thirtics; much of it now 
coming via the Welland Canal. This cightfold expansion of 
american supplies moving down the St. Lawrence to meet the 
heeds of war is highly significant. Without reflecting on the 
Capacity of our fricnds in Nova Scotie, it demonstrates that 
durine the recemt war, the United States mines have been in a 
better position tc serve Central Canada than have the mines of 
the Maritine Provinces. United States coal mines responded to 
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despite fcwer nincrs, whereas Nove Scotia output fell eppreci- 
ably. In view of recent experience in the Gulf of st. Law. 
renec morcover, it should be remenborcd that Central Caneadats 
lines of communication with the american coal ficlds are 
immune from attack by hostile submarines and surface craft. 

Stratcsic considerations based on actual experience 
therefore cmphasize ancw the importance to Contral Canade of theo 
vast coal fields south of the Great Lakes. Twenty-two years 
ago, when a committec of the House of Commons inguiried into 
the Canadian fucl supply, the feeling was that national policy 
called for much less reliance on smerican sources in tine of 
war and that coal supply was a mejor pcst-war problem second 
only to the railway problem. Such views are not common today, 
at any rate in Central Canada, where, if anywhere, one might 
expect genuine concom to arise. 

It is only fair to say that the anxietics of 1922-23 
at first appeared mainly in connection with anthracite and 
that they arose from rumours as to the inpending exhaustion 
of the american anthractie mines and a suggested embargo on 
export of «amcrican anthracite to Canada. Since that time 
Canada's dependence on anthracite for household use has been 
reduced by resort to coke, oil, stokers for firing bituminous 
coal, and improved nethods of conserving fuel. It seems 
necessary to add, however, that the anxieties with respect to 
anerican anthracite somehow became transferred to umerican 
bituminous coal, where assuredly they do not belong since the 
supply of bituminous coal is almost inexhaustible. 
Technical Improvenent cba Kai 

To return to the movement of coal after the opening of 
the new Welland Canal. The improvement in the technique of 
handling coal was not limited to the use of the large bulk 
carrier. Sclf-unloading colliers were developed, which now 
carry cight to nine thousand tons of coal and discharge in 


excess of 2 thousand tons per hour. This specialized equipnie rb 
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represents a considerable capital investment. The self-unlosdcr 
Makes it possible to deliver cargocs economically at the meny 
ports whose traffic did not justify the heavy exponse of in- 
stalling an unloading equipment on the dock. This was 2 
technical improvement of first importance, 

Large shipments, brought in during the summer and stored 
on the docks through the winter, called for a type of importing 
and wholesaling firm not hitherto well developed. Firms en- 
gaged in such trade, embrace the services of importing, dock 
handling, storing and wholesaling. They must be able to as~ 
sume the substantial risks involved in acquiring and carrying 
coal in enormous quantities for resale over many months. 

These services most of us perform. Detailed description will 
ne Tound-in Appendix "A", 

Use of water transport and winter storage on the docks 
enables us, under ordinary conditions, to realize substantial 
economies in the laid down cost of coal, owing to the lower 
transportation costs for a combined rail and vesscl movement, 
especially where private sidings are not available. all in 
all it seems no exaggeration to say that the great advances 
in the mining and handling of coal in the United States have 
been paralleled by corresponding improvements in the methods of 
distribution in Canada. The resulting economies tend to be 
passed on to consumers, because of keen competition, there being 
some 50 firms in the trade. Unfortunately, however, consumers 
have not been able to reap as much benefit as one might cx 
pect, owing to increascs of cost which are beyond our control, 
namely the higher import duty imposed in 1951, the increased 
cost of U.S. currency since the outbreak of war and the 10% 

War Exchange Tax (now removed). 


Storage Ensures Continuous 
Supply 11 Year oe 


The building of storage docks along the St. Lawrencs, on 
Lake Ontario, Lake Eric, and at various points up to the head 
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reecive and hold cssential stock piles of bituminous coal, 

It necd hardly be cmphasized that the existonce of thcso 
stock pilcs, accumulated during the summer season at stratcgic 
locations, is a protcction against stoppage of coal supplies in 
winter by such interruptions as mining and railroad strikos, 
heavy snowfall or floods. In cases of emergency the stock 
piles in one arca may be used to relieve a shortage in anothcr 
arcae It will be remembered that during last wintor tho dislo= 
cation of railway transport, owing to the heavy snow, causcd 
scrious coal shortages in parts of the north eastorn Unitod 
States. In Ontario, the shortages of bituminous coal in arcas 
served from our stock piles were of local origin only, and were 
rectificd as soon as streets were cleared of snow. The coal 
was there, 

Depressed Years SOL Is 

Most branches of the coal trade, the world over, were 
depressed from the end of the first Great War until 1940, and 
the bituminous trade in both the United States and Canada has 
been no execption. This prolonged depression, during which 
CXCGSS capacity prevailed, prices remained low and production 
and sales failed to increase, was usually attributed to two 
Gircumstances: first, the appearance of the newly discoverod 
sources of cnergy in the form of oil and hydro-electricity, 
and sccond, the more economical methods of using coal. as 
information on these matters is already available to the Com- 
Mission, our task is rather to emphasize the exact nature of 
the situation we now face) and to indieate the bearing of 
se -verntcnt action upon it. 

Qil Compe tition 

Competition from oil fuel has become very severe in re- 
cent yeers. Within the last twelve months, conversions from 
C0al to oil in Greater Toronto, on the part of forty-eight 
industrial and commercial consumers, have displaced an annual 


Consumption of some 70,000 tons of industrial coal. These are 
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cases of which we have authentic record, from approximately 
half of the fuel dock trade in Toronto. We believe that the 
total displacement, industrial and domestic, considerably ex 
ceeds the amount stated above, and that it would more nearly 
approech 100,000 tons in the same period. In parts of southern 
Ontario outside the Toronto area, details of a further dis- 
placement of almost 37,000 tons have been reported in the same 
period. These figures do not include some £0,000 tons im 
plants which formerly used oil and have now returned to its use 
in Toronto area. 

The displacement of coal by oil has been furthered by the 
increase of duty on coal in 1931. Crude oil imported for 
refining enters duty free (item 267 (1) of the Canadian Gus- 
wong caritt). <Bituminocus coal, on the other hand, is subject 
to a duty of 75¢ per net ton. This duty amounts to some 20 
25% of the price of coal at the mines. 

We do not think that the Government of Canada intended 


4. 


to adopt a tax policy for encouragement of oil and discourage- 
ment of coal. Such a policy would serve to displace one type 
of imported fucl by another without any benefit to Canadian 
coal mining. «ut the same time it would render Canada more 
dependent upon a fuel which, as present oil ficlds become 
exhausted, would have to eran from increasingly distant 
areas, probably across the sea. Whatever the Government's 
intention, this is the ultimate outcome to which the present 
discrimination leads. 

We need hardly add that the differential in favour of oil 
tends to lower the demand for Canadian as well as for amcrican 
G0al. 4 tariff which brings this result is surprising, to say 
the least,-in view of the Canadian fuel policy as propounded by 
the Dominion Fuel Board. 

BY MR. FRuaWLEY: What do you mean by that, Mr. Stuart? 
MR. STUART: By which? 


Q@ What do you mean bythe Canadian fuel policy as propounded 
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by the Dominion Fuel Board"? 

« That was taken from a report thet Professor MacGregor read. 

PROF. D. G. MiCGREGOR: The Dominion Fuel Board issued an 
interim report in 1923-and what was described as a second 
progress report in 1928. They state that thcy do not them- 
selves make policy but they undertake to formulate a policy 
as they interpret their instructions. 

@ That was that? 

&£ There are a number of points in their first and sccond re- 
ports. They are scattered from place to place within the 
documents. 

Q We would have those documents, but would you just in a few 
words indicate what they propound as being the Canadia 
fuel policy? 

a JI couldn't, sir, in a moment, a single sentence. 

Q@ Well, would you consider the matter and add to what Mr. 
Stuart has said? 

oe f woud be elad to. 

MR. STUART continues bricf: 

It is a well recognizcd principle in the theory and prac- 
tice of fiscal policy that commodities which can be freely 
substituted one for the other should be taxed at equivalent 
rates. If tea is to be taxed, then a corresponding levy is 
required on coffee (on the assumption that the Government is 
indifferent as to which beverage is consumed); if red wine is 
to be taxed, so also must white wine; if cigarettes, then 
smoking and other tobaccos. This principle is ignored in the 
Case Of coal and oil, and we suggest that the differential in 
favour of oil is large enough to provoke a rapid substitution 
of oil for coal among industrial users. Where the fucl con- 
Sumption of a plant amounts to thousands of tons per year, & 
small difference in price would be enough to cause the dis~ 
placement. 


The number of industrial conversions to oil indicates 
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that there is now a price differential against coal. we do not 
have on hand the facts on which to make a representative conm~ 
parison and would respectfully suggest that this be investi- 
gated by your Royal Commission, 

BY THe CHAIRMAN: You mean as to the comparative costs 
of oil and coal to the consumer? 

MR, STUART: That is as to the price differential. 

BY MR. FRAWLEY: Well, what is it you think should be 
investigated? 

BY PROF. MacGREGOR: We attempted a comparison on the 
basis of heat value, B,T.U., of the representative kinds of 
coal and a common grade of fuel oil. We did not have a suffie 
Gient amount of information on the two items to make a repre= 
sentative comparison. It is a rather difficult matter, especi- 
ally in view of the fact that fuel oil apparently sells on 
varying bases, according to where it is offered and by whom, 
being to some extent a by~product. We didn't feel we had sut~ 
ficient information to make a representative comparison. 

BY MR. FRAWLHY: You think if we went into those places 
where you say there has been conversion, and investigated 
prices of coal before they converted as against the price of 
oil after they convertcd, that would give us the information? 

PROF, MacGREGOR: That would be the thing. 

BY MR. FRAWLEY: Would you assist us by giving us the 
names of some representative people who have converted and from 
whom we could make inquiries? 

PROF. MacGRHGOR: We can G0 Thaw, Six. 

MR. STUART continues brier;: 

For these reasons, we recommend the removal of duty on 
United States bituminous coal. To remove this duty would serve 
two purposes: it would cnable oonsumcrs to purchase coal corres- 
pondingly cheaper and in so doing would help to place coal in 


&@ more competitive position with oid. 
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BY MR. FRAWLEY: You realize, of course, that that is hitting 
at the very fundamentals of Canada's fiscal policy? 

MR. STUART: That's right. 

Q@ You are here representing people who are just importers of 


An6rican caal? 


That is true. 


te 


Q They are not identified with the manufacturing industry of 


Q 


anada except in a secondary or indirect way? 

A That's right. 

@ Well now, how far will you go in recommending the removal of 
duty on such things as Ford antomobilesand furniture manu- 
factured in the province of Ontario? 

A. We have had some discussions on that in our meetings and I 
think Prof. MacGregor would be in a better position to answer 
than I am. 


@ Would he like to expand on thet now or later? 


b> 


Just whatever is agreeable to your Commission. 

Q@ We would like to know how far you people are prepared to go 
in conforming this submission with the more general question 
Which is immediately involved? 

PROF. MacGRHGOR: If I may take the liberty of drawing your 
attention to e paragraph on page 10, which is an introduction 
to whet I have to say. 

MR, STUART: Perhaps I had better read that far. (Continues 

brief): 

The ramifications of any trade are wide, and the coal 
trade is no exception, but we submit, with the greatest re- 
spect, that we should not be required to express views on other 
aspects of fiscal policy. That these other aspects may have a 
bearing on the government's treatment of coal is true, but we 
do not presume to instruct the government in high policy. We 
are endeavouring, however, to lay before your Commission the 
reasons against restricting the flow of American bituminous coal 


into Centrel Canada where there exist no economical alternative 
Sources of industrial coal. 
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BY THE CHAIRMAN: Would it serve your purpose just as well if 
the government put a proper duty on imported oil? 

Mie OlLuUAno: L think that is 4 question that we would not be 
prepared to discuss, sir. 

Q Well, after all, we arc here not only to consider the coal 
policy that should be applicd to Ontario or the central parts 
of Canada; we are here to get some information as to the 
coal policy that we should apply to the whole economy of 
Canada. 

MR. STUART: May I ask Professor MacGregor to answer your qucs- 
UYOr OW that, sir? 

PROF. MacGReGOR: First of all, sir, with respect to your present 
remark, it is I think pretty generally recognized that the 
cost of coal is an important item in certain instances and 
submissions have been laid before this Commission by the 
pulp and paper industry and by the industrial consumers of 
coal to that effect, I think. It is possible that submissions 
might be prepared by other users of coal if that were con- 
Sidered relevant to the Commission's proceedings. The cost 
of coal in certain heavy industries is a very heavy clement 
in determining where those industries should locate. [% 
would be difficult to bring compact evidence to support this 
point, but there is a large amount of evidence in the his- 
tory of modern industry to show that industry tends to oon- 
centrate fairly near to its source of coal. One reason for 
that is that the cost of coal is on the whole a fairly 
stable element in costs as compared with the fluctuations 
which you have in the price of a raw material such as rubber 
or cotton. It is stable because of the large amount of 
labour cost involved and the large amount of freight; more 

‘especially stable in the case of rail freight, where rates 
are fixed. Coal is something on which a producer can figure 


more accurately than other things, and if he can get his coal 


. Ex tha 4 rs t+he re 
more cheaply in one place than another he will locate there, 
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In the case of Canada, there are producers who have the ale 
ternative of remaining in the United States as against opén= 
ing a branch in Canada, or of remaining in England as against 
opening a branch in Canada, or an English firm which might 
consider opening up in Canada or the United States. Such 
firms as must reckon coal an important part of costs will 
consider every reduction of 10 or 25 cents in the price of 
coal as a factor in determining their Location, and I think 
it needs no more emphasis than to remind you of the hundreds 
of industries of which we have records in this country to 
show that there is a fringe of industry where coal is perhaps 
tee determining item. We believe--and now this is perhaps a 
somewhat theoretical argument--if coal can be brought dom 
in price there are certain heavy industries which would lo-~ 
cate in the central provinces, or would expand in the central 
provinces, on the strength of that factor alone. 

BY COMMISSIONER McLaURIN: What, for instance? 

A I think it has been shown in the case of the manufacture of 
refractorics,. 

Q They are protected already by the tariff? 

4Z, They complain that certain of their products come in free 
from the United States. That is a statement which they have 
made before this Commission, and they remark that if their 
coal is dutiabl¢é they are then at a disadvantage. I have 
not been able, gentlemen, to present an analysis of the sta- 
tistics which might be brought out from the Dominion Bureau 
of Statistics records. They prepare statistics for about 4200 
industries, and they show among other things the cost of coal 
in relation to the total cost of production, and in some cases 
they show Canadian and imported, and break down coals to show 
whether bituminous or coke or so forth. We think that a 
study of that material, although it may not be so preoise as 
some would like, would illustrate the point I am trying to make, 


Coal is a big item in the cement industry, the brick making 
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industry, cven in such an industry as tanning. I am afraid 


I have enlarged on this somewhat. 


BY THE CHuIRMaN: Of course cheap production is one of the 


dA 


db 


reasons that so many industries went into the province of 
guebec, because they got cheap labour there. Do you suggest 
there should be a representation made that the people of this 
country should work for less wages in order to give the 
manufacturers an opportunity of getting cheap production? 

I would not care, sir, to make any general suggestion 
without knowing the specific circumstances of time and place. 
Oh no, but you don't know all the circumstances with regard 
to coal either, I take it. You see, the fact that there 
would be less coal production in this country than there is 
now--and that would be the result of your proposition to 
take the duty off coal--there would be less coal production 
in this country and it would very much decrease our national 
income. Looking at it from the whole broad Canadian view= 
point, do you think that your suggestion is one that will 
favourably increase the economic conditions Be pened 

You are asking me to equate a number of forces, sir, which 

it is very hard to give a value to. I would suggest that 

the establishment of industries in Central Canada which 
might not otherwise be found anywhere in this country would 
ada to this country's production, possibly to its population, 
to the tax revenues of the dominion government, quite pos- 
sibly to the demand for products which are produced in the 
Maritime Provinces. I am not prepared to say it will bring 
about a sufficiently large demand for Maritime or Nova 
Scotia coel -- 

My question has nothing to do with the Maritimes. It is true 
I should be more interested in Maritime matters than I am, 

I am looking at the whole Canadian economy. Where would 
your proposition end, if your proposition is that the only 


people in this country who should be assisted are the manu- 
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facturers. If it is for export, all woll and good; you may 
have something in your idea then. If those manufactured 

goods are all for export, well then, fine. 

Tes, sir, has becn very much in our minds. I am sorry T have 
not the figures hcre but I think it is no exaggeration to say 
that Ontario tsa great exporting province. All of her gold, 
almost all of her base met SEVERE exported, and in the aggre~ 
gate the value of these things runs into a good many millions 
of dollars. 

Well, the paper industry of this province can get much cheaper 
power than coal? 

Peon tie 26 vroe or the province of guebec, but fT don?t 
know about Ontario. 


Well, perhaps not. 


COMMISSION at Yair McLuURIN: Before you leave this, Professor, 


“a 


Q 


you have this sentence in the paragraph: "The ramifications 

of any trade are wide, and the coal trede is no exeeption, 

but we submit, with the greatest respect, that we should not 

be required to cxpress views on othcr aspects of fiscal policy." 
I take that sentence as moant to suggcst we should restrict 

our inquiry as to how a change in fiscal policy with respect 

to caol strikes the country? 

tam sorry; I don't quite understand your question. 

You arc saying: "With the greatest respect, we should not 

be required to express views on other aspects of fiscal policy." 
The only view you have expressed is that there should be a 
removal of the duty on coal? 

That is the view which we express, yess 

All vight. 4nd you have a fiscal policy which is pretty well 
determined by what the requirements of Central Canada ares 

I am not quarrelling with you. I mean there has been a 
development here to some extent, apart from tariffs there 

might have boon a frec flow of New York and Ohio development 


in this country even if we had never had an 1879 national 
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policy. When you are talking about coal you are suggcsting 
the removal of tariffs. Now I take it you admit you cantt 
have a regional removal? You cantt have tariffs one place 
and not clsewherc? 
If I may interject at this point, there are two evidences of 
regional application in the Commission's proceedings, and 
there may be more. One relates to a wartime measure in 
respect to anthracite into the Maritime Provinces by sea 
from overseas. 
But you can't call that a peacc-tine, permanent thing. That 
was just to mect an emorgoncy. I don't think you would be 
fair in suggesting that that is something thet you could 
treat as a peace-time, perpetual policy. Can you give me 
any pcace=time exanple? 
With respect to bunker coal, a submission was made before you 
in Montreal on exemption from duty at ports above Montreal. 
I know; Rochester & Pittsburgh made it. What I an inviting 
you to do is to tell me of any example in fiscal policy 
where we have had a regional tariff, or for that matter in 
the experience of the United Statcs, which is our tutor in 
tatters of tariff? 
I can't offer any. 
There is none, as far as you know? 
I am not aware of any. «én indication of one was given to ne 
in connection with some operations in B.C. lately. 
Well, subject to that then, you see where this argument takes 
youe You have got a bituminous coal in the West--I am not 
making these observations in any sentimental way because I 
happen to come from.the West; I am doing it with complete 
intellectual detachment. You have a bituminous coal in the 
West. My temperament is one to let things find their econ- 
omic foundation. That coal, without a 75 cent tariff on 
bituminous coal, couldn't probably move eastwards any 


further than Saskatoon. With that 75 cent tariff it can 
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probably move at least as far as the Manitoba boundary with- 
out any subventions. Now you realize that the rccomnendation 
you are making is to that cxtent completcly prejudicial to 

an industry out West, which enjoys none of the fiscal adven- 
tages generally of Ontario and which yot by your rocommenda- 
tion would suffer? 

« I would submit, sir, that our recommendation in respect of 
the tariff, at this point might be considered in relation to 
our remarks on subventions later in the brief. I think you 
will find we have anticipated some of these difficulties 
and that our main concern is ‘that the administration should 
be exceedingly careful. 

Q If you are going to take something away from the west and 
give them a hand-out in the way of subventions you are de- 
stroying the knock-down-drag-out aspeet that you are in~ 
viting in the matter of oil and coal. I mean, where ig your 
free enterprise if you have "Fix it up for those people and 
now we are going to give somebody else a hand-out and that 
Squares the decal? 

4& if I may say so, I think that this discussion is a little 
premature in view of what Mr. Stuart has asked me to read. 
If I might have the opportunity of reading the addendum which 
Mr. Stuart mentioned a little while ago? 

BY MR. FRAWLEY: Let ne put to you something that has been con- 

~ fusing me. Let's assume you are entitled to get coal at the 
lowest rock-bottom price because you need it as an important 
element in Ontario industry. There is a way of getting that 
to you at as low a cost as american coal. Government assis- 
tance could give you the Nova Scotia coal or the Alberta 
coal at exactly the price you are paying for United States 
coal. 

&j I think, sir, wo arc concorned with the over-all cost as tax- 
peyors, Ontario paying a substantial part of the taxes. 


Q@ You say that you are not in favour of that method of egqualiz- 
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ing your cost of United States coal? 


I think, sir, one has to reckon cost in the case of indug~ 


ce 


trial coal in more than terms of simple dollars and cents per 
2,000 pounds, even of a given B.T.U. It is well known that 
coal has different propertics, chcmical and physical proper- 
ties, which distinguish coals and make certain coals quite 
unsuiteble for the rather specialized demands of the indus- 
trial system. I think cvidence has already been presented, 
and we will make some reference to the same matter, that Nova 
Scotia coals are not capable of satisfying all of these 
demands. I think then it would be a mistake to conclude 

that it is possible, by any policy of subventions, to put 
Nova Scotia coals on an equality with other coals in all re- 


spects. 


2 


You agree with me that physically it could be done if the 

national treasury wished to pay for it? 

BY COMMISSIONER McLsURIN: Don't you think we should postpone 
this? 

& Physically, in the sense of a transportation problem, I agree. 
Physically, in tho sense of the physical propertics of coal, 
Pade nots 

BY MR, FRAWLEY: is Mr. Justice McLaurin says, therc is a more ap= 

propriatc Dilacc to discuss this, but I would like to discuss 
with you thc comparable advantages and disadvantages of the 
Canadian tariff policy with tho coal subvention policy. If 
there is a more eppropriate time perhaps we can do it later. 

BY COMMISSIONER McLaURIN: You gct ina weak position when you 
have to support both tariffs and subventions. 

BY THE CHAIRMAN: How are you going to pay the subventions un- 
less you have a tariff from which you are getting sone thing 

to go into the exchequer of the country? By a little more 

taxation, and Professor MacGregor objects to that. JIL TI 


want you to do is to take a view of this thing that oxtends 


fron the Rocky Mountains to Cape Breton Island. 


BY COMMISSIONER MoLaURIN: I suggest we finish the brict. 
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PROMESSOR MacGREGOR: I think you will find we have anticipatca 
a number of matters. If I may read the following into tho 
Dr bet-. ts. % 

BY MR, STUART: Do you want to read it now? 

BY MR. FRAWLSY: What is this? Now this is something which you 
do not have in the brief? 

PROFESSOR MacGREGOR: This is a supplementary statement in 
answer to your general question, answers in part your general 
question as to the tariff. 

BY COMMISSIONER McLsURIN: Is this the proper time to put it in 
or would you rather have the rest of this thing first? 

PROFESSOR MacGREGOR: I think this is the proper time, sir. 

MR, FRAWLEY: We can go back to the discussion. 

PROFESSOR MacGREGOR: Yes, but I think this is the proper time. 
I think you will find it easire to proceed. 

"In answer to the request for free importation of bituni- 
nous coal, Ganadian coal producers in Nova Scotia and Al~ 

.berta have argucd that it would be unfair to permit free 
entry of coal while retaining protective dutics on manufac- 
eared. \ 

I think, sir, that is the point that you drew my atten- 

tion to? 

BY COMMISSIONER McLaURIN: That is the point. 

PROFESSOR MacGREGOR continues: 

"It is submitted however that a protective duty on 
bituminous coal is not on all fours with a protective duty 
on finishcd products such as automobiles or washing machines, 
for several reasons. 

1, Bituminous coal is primarily en industriel material and 
it has been the practice to admit most industrial materials 
free of duty or at very low rates.® 

BY COMMISSIONSR McLAURIN: Is that true? The oil industry of 
Alberta ig still paying for all its oil equipment. 11 the 


coal cquipment that is used in alberta mincs pays a duty. 
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PROFESSOR MacGREGOR: I am using the word "material" hore in 
the sense of raw material as distinct from equipment--raw 
cotton, raw rubber, raw wool, raw sugar. 
BY MR. FRuWLaY: Of course you remember that the oil people did, 
by dint of effort, get the duties removed on oil equipnont? 
PROFESSOR MacGReGOR: I am aware of a great distinction botwoon 
raw material and capital equipment. {Continues reading: ) 
"It is a material, moreover, which is used in almost 


every industry, and whose cost enters into the cost of a 


a 


finished product at successive stages. Thus a tax on coal, 
while it may not ada@ more than a fraction of onc cent to the 
costs of production at any one stage of manufacture, may 
neverthcless add a considerably higher percentage to the 
gost of the finished article when delivered to the ulti- 
mate consumer, the cnhanced cost of coal to railways, 
Warehouses and shops being added to the coal costs at 
Various stages of production." 

This is particulerly true where metals pass from once stage 

to another during the course of fabrication. 

BY COMMISSION&R McLsURIN: They get a draw-back? 

PROFESSOR MacGREGOR: They do in certain cascs, but I an 

not aware that it is universal. I believe in the case of agrin 
cultural implements it is true, but I am not aware clsewhere, 
(Continucs reading): 

"The desirability of duty-free industrial coal has al- 
ready been recognized in the provision of drawbacks on coal 
used for primary metallurgical purposes and for manufactur~ 
ing agricultural implements." 

I may say it is very difficult, in my experience, to get 

information on drawbacks. 

BY MR. FRAWLEY: Coal Control should tell you. 

PROFESSOR MacGREGOR: I have trouble finding the sort of 


detail on drawbacks which you get on duty. (Continues reading}: 
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"2. The infant industry argument for a protective tar= 
iff, which promises lower costs as an industry srows larger 
behind the tariff wall, does not apply to coal production 
in Nova Scotia. Instcad of bringing about lower costs, 
further expansion of the Nova Scotia coal industry is ¢ex~ 
pected by the operators themsclves, as indicated in the 
procecdings at Sydney, to hasten the day when the level of 
costs rises as mines are pushed farther out to sea and to 
lower levels or into narrower seans," 

You have something on that, I think. Mr. wade questioned 
on the matter. Mr. MacLanders expressed the view that the 
Operators felt it uneconomic to go beyond a certain point, and 
that especially with regard to one of the smaller mines. (Con- 
tinues reading): 

"In Alberta the industry, though differcnt in many re- 
spects, does not Bive pronise of lower costs as operations 
are increascd, since the individual mines are already con- 
sidered to be of economical size. It is of course possible 
that Alberta mines arc not ycot working the best coal dce~ 
posits; here what will be required, as soon as transport is 
available, is a diversion of labour and equipment from less 
favored coal deposits elsewhere in the provinces. 

"The principle involved at this point has been well 
formulated in australia, where it has been argued that, 
While primary industries tend to a lower average efficiency 
as they push into the exploitation of poorer or more re= 
mote natural resources, manufacturing industries encounter 
no such limits to their efficiency, (The sustralian Tariff, 
4n Economic Enquiry. Melbourne, 1929)." 

If I might illustrate with an example: If someone were 
to propose that the production of white pine in the province of 
Ontario could be inercascd by some form of government aid, 
subsidy, I think it is fairly clear that on account of the 
exhaustion of white pine in Onterio, inercascd production could 


only be obtained by going farthcr into the woods to thosc 
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ronaining stands of white pine that one has heard about, and 

this could only be done at great cost. That is an industry 

whose general scale of operation could only be oxpandcd by a 

very considerbic incrcasge in costs, 

BY COMMISSIONER MeLaURIN: By a tariff. 

PROPESSOR MacGREGOR: That is the type of industry whoro expen- 
Sion does not realize the economics that arc ordinarily 
assocglated with large scale operation. 

BY COMMISSLONaR McL.URIN: Tako the whitc pine argument. Theo 
only way to peeeete against Southern pine is to Inve a tariff 
as high as Haman's gallows to keep it from getting in. 

PROFESSOR MacGREGOR: I took the opportunity of mentioning it 
because I think it is an example in Canadian terms. The 
australians had in mind the expansion of their pasture re= 
sources, whorc the additional development meant pushing 
farther and farther. (Continues reading): 

"3. Many protected manufacturing industrics keep well 
abreast of their prototypes in the United States and Great 
Britain, though at a somewhat higher scale of costs owing 
to the small Canadian market. This is obviously true of 
branch plants which produce the same products as the par- 
ent companies abroad. The cfficiency of the branch plants 
presunably improves at about the same rate as the effici- 
ency of the parent plants, though it igs on a lower level." 

That is, Canadian prices are somewhat higher then sancri- 

Can, but if you take the prices the spread is about the same. 

There has been an improvement of equipment. Very often they 

Order a few more machines for Canada and they come across the 

border and are installed hore. We do get the benefits of the 
improvements but therc is a somewhat higher overhead charged 

against then. 

BY COMMISSIONER McLAURIN: Ontario and wuebee got the 

benefits, unless you have @ new deal as the result of the 

Doninion=Prcevincial conferences. There are some depressed areas 


of Canada that don't get the benefit. 
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PROFESSOR MacGREGOR: I ednit they are getting more, but 
Id suggest at this point that we are talking about a long-tern 
tendency. The next sentence I yi ak will show that. {(Con- 
tinues reading): 

"The efficiency of Nova Scotia coal mines has not how~ 
ever improved at 2 rate conparablo with the inereasing 
efficiency of United States mines, to judge from the figures 
of coal output por man day sinec 1910." 

There is a dearth of financial information on the offi- 

Giency of Nova Scotia mines in terms of dollars and cents and 
in distribution of their carnings as reserves. I would like 
to go further, but that is all that is available to us. (Con~ 
tinues reading): 

"The western Canadian mincs do not require protection 
in their adjacent markets. . ." 

BY COMMISSIONS McL.URIN: That's wrong. You can't say 
that Manitoba is an adjacent market to that ficld. I think LT 
you are going t9 have a fiscal policy that protccts and hurts, 
and is paid for by both placcs, that the Western minor can 
legitimately ask for protection just as well as the Eastern 
manufacturer, and if you are going to have a formula that is 
fair you have got to give it both Wost and Bast. The removal 
of this 75 cent duty chases every western bituminous operator 
back to Saskatoon. Now your formula may be, "We will fix it 
all, put in a subvention." When you get to that I will Ar Ze 
that out with you. You haven't got to that yet. 

PROFESSOR MacGRHGOR continues reading: 

"4. The Western Canadian mines do not require protec~ 
tion in their adjacent markets, whereas Ontario manufacturers 
frequently do, owing to the low cost of carriage of manufac- 
tured products." 

I have in mind goods made in Buffalo and Debroit, Chi- 

CagoO and New York, to which Ontario is excecedingly adjaccnt. 
BY MR. FRAWLEY: Whon you say adjaccnt, do you mean adjacent 


nationrlly? 


a of a] Ae F 


io i Sth eke i 


oe 


eo bite we 
iP 


ad . - a? * 
Nie ig 2} 


2 :) : ; i a, 
Vemed ted wit eninbic foon, said na :. 


: : Ry arcenotenl ase iis atveasynde oben s 5 «bet 
eden odf seat antet. ut contd sotpey, wadned . 
4, OLEL conte, Yod mae “0g tig sho pe 


\ tegete ans me as i¢arctes Lateaune}2 Sa. Aaeaad s ee ce 


4 


' vat 1 


ne 
2 fay mboes fate eeeifcol D> siemedte nants Aad COE Hw 27 


agi hvcw sovnuess ao oygithagee Kia, Ao vada Ane . 
A eaoph ano ct atéaliiorva at toad lis @ gadd gC aan 
¥, : nek 

noktoosum: deers goe-ut scdde y ahha wioteant ale 


rng nbbpaiiend Ame RALRS! hee, a 


“r 4 2 b iy ” > 
' ee . apts aie F eg the ee. oe BH j ue 2 SE arent : n ; 
Pe Mate 3 aay, SA ¢ onobrart, Amnesties of oc Geae 


: giereee Os 1 phason, teed gaciog Wicer hae aed cH elon sae os 
Lee hy pyoheny agt @adt.,evamdg Mead 40 Ret eee Ri bee 
pete’ wid te Jtoe eo tect noldoet oy ah dee iste eeeee 

4 


> te ~ ae 


>: tes. slowed’? Wear 24 to om Kt DHA oUt op Tet 


160 om 


Zosonon du? stag tae teat Wot At ough pul, ometace iat 
Si perenne) cakd 2oy ore eonam, eet taba BY ae *, 
aime? “uy WOR «05 sit ane, oF. x0 —* 
meine Fire T aA 7 oe doa, socW , “eso tiaesiee, aut pee ht 
hire Matt a8: obey OX iy shhh eee ee 

Toad Hea 2 sith un awe Ruors Beer aes 

monies webugen doo cb apnio: cA sapere ies er ‘ 
eae = phandog 2towdlt «at omenes tea ob be tient as male. 
<eangsys Fo qyniue So saoe “nt a oF ‘gadwe eed Yi Sagem 
; ketone ee 
. ; 


weld) abe ESS Ch meh. ite RO Pi ey) ASS Te. DB, ern. pi 


> r a [ 
afacsiite athena oh hae hw ON iat wit hoe 
dremel ayo cere weak 0% arety 
- 
7 ; ” 
— ”) 


a >> 
, a! ; 
: 7 a) me a a _ 


Ve ~413T~ D.C, Macgregor 

« YCS. You have the most highly. indus trializcd and most 
cfficicnt part of tho Unitcd Statos just across the bordcr 
fron Ontario, while my igpression is that tho most cfficicnt 
amcrican coal mines arc far removed from the provinec of 
abbertae 

BY COMMISSIONS.t McLiURIN: Oh, don't fool yoursclf about that. 
I will take you ts mines in Montana and Wyoming that will 
make Kentucky and West Virginia look sick--15 tons por mane 
day production, electric haulage and shuttle ears and cvery- 
bhing the most modern mine in the Unitcd States has got you 
Wiil find right plunk up against slbertea,. 

PROFESSOR MacGREGOR: That is an expansion of their efficicnt 
mechanical equipment? 

BY COMMISS ION a2 MoLAURIN: Yos, and God-given conditions. But 
the Alberta producers are quite ready to go in and fight 
their way into that mrkct as best they can. They don't want 
subventions or protcction. They are ready re go in and 
fight the americans on their own ground and do the best they 
cane 

“” We haven't becn greatly concerned with the position of Alberta 
bituminous coal producers. It is not as important in Ontario 
as swlbcerta anthracite. 

Q It is the bituminous coal that kecps the main lines of our 
transcontinental railways going, and if we don't have those 
railways we don't have confederation. You sec, we have a 
particularism that you know as woll as I do growing up in 
this country, and if we don't destroy that we have a Western 
country that would just as soon deal with Minneapolis and 
Chicago as with Toronto and Montreal, and as I see it we are 
getting intc this broader field, in spite of your statement 
that we are just going to deal with coal. Coal flings us 
into the wider ramifications. Now what are we going to do? 

I rcalize you can't remake the Ontario picture in a day. We 


have had protcetion since 1879. It would be fallacy to with~ 
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draw thosc tariffs without a decal, but to what extont igs 
protective, fiscal Central Canada rcady to make a dcal? Mr. 
Truman and Mr, King might tomorrow be able to make a rocipro= 
cal agreement that would cut 15% off glass and textiles. Is 
Central Canada ready to give up their protcctive tariffs or 
is their position just takc the duty off bituminous? If you 
arc going to have a formula, let's play the formula right 
across the board and be fair with one another. 

i ian afraid I have no authority to speak on those mtters, 

BY THH CHAIRMAN: The reason he wanted to keep clear of sayings 
anything derogatory of the West is because this Connission 
is rather overloaded with westerners. 

BY COMMISSIONS McLwURIN: I perhaps talk too much. 

PROFESSOR MacGRaGOR: If I might add a word? There is in one of 
the appendices of the Report of the Royal Commission on 
Dominion-Provincial relations @® comparison of tariff levels 
in this country during the twenties, as they stood I think 
avout 1928, as they stood after the Ottawa revision in the 
carly thirtics and as they stood after the downward revision 
of the lete thirtiés, about 1938. 

BY COMMISSIONS McLAURIN: In the middle thirties, 1935. The 
rest of the country had a change of heart, whether Ontario 
had or not. 

PROFESSOR MacGREGOR: Tho cxtcnt to which the existing adninis- 
tration succoceded in restoring the status quo after the 
depressicn can be tested by reference to that material. [I 
think it may be of intorest to the Commission. 

BY COMMISSIONS 2 McLAURIN: «as I regard it, it is a problem where 
sacrifices are going to bo madc, and they ought to be made by 
all parts of the country. 


PROFESSOR MaGGREGOR: If I might, with great respect, submit that 


9 


our fiscal situation was altered a year ago lest July with the 
passing of the Fanily .llowances Act. That appears to be a 


factor in balancing the situation. 
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BY COMMISSTONSR MeLwURIN: Not until you have got your taxation 
picture revised. If the provinecs cf Ontario and wucbce are 
going to maintain their head office picture ana say, all 
thesc head offices are our corporations, and not offer to 
make any revision--in short, whether Mr. Duplessis or Mr, 
Drew are ready to agree to that, why Family sllowanees to 
impoverished provinces may prove e snare and 2 delusion, 
because they will be left with all their other impoverished 
resources to pay them themselves. Don't you agree with me? 
i think yo do'. 

A I would not forecast the outcome, 

BY MR. FRAWLEY: How can you escape an oxamination of the fis- 
cal policies as they apply to Central Canada when you are 
considering the rightness or wrongness of continuing subven~ 
tions on Nova Scotia coal? Is there anything unfair in a 
Nova’Scotia coal miner or operator saying that he wants a 
hand=-out as long as « CGcontral Canadian industry is getting 
assistance in the form of duties? One is direct, and the 
other is indircct. Do you not think this Commission has 
got to consider the rightness or wrongness, soundness or 
otherwise, of the assistance to Nova Scotia mines in the 
light of the assistance that is being given to Central 
Canada? 

BY COMMISSIONER McLaURIN: I will tell you what I suggest, Mr. 
Frawley, as being the worst perpetrator of too much talk. 

I would suggcst that they read the rcst of this bricf 

right there, and I will try to be quiet, and then after they 
are all through--becausc there may be something we are 
anticipating--after they are all through we can have the 
discussion. 

BY MR. FRAWLEY: I would like to have Professor MacGregor really 


make some observations on that. 
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g. ~4742- Ui vn. Sie eis 
MR. STUART continues reading Exhibit 231 


--IV.. Growing demand _ for increased varieties of coal. 


We now turn to another aspect of the marketing oroblon, 
namoly the altered character of the demand for coal. It used to 
bo that tho individual hand-fired boiler or furnace could be 
operated satisfactorily with what were regarded as staniard sizes. 

In the search for more ccononical ways of using coal, 
ranufacturers have developed a varicty of mechanical stokers, 
ranging, down to household sizo. While stokors have been in use 
for half a century in some of the large boller eee ES 
it is only during tho last fiftoen or twenty years that Hee 
have been introduced in small industrial plants and in dwellings. 

In order to nect the changed demand, we now hamdlo a 
wider range of bituminous coals than were handled a quarter 
century ago. Today coals come from Kentucky, West Virginia and 
Virginia as well as from the older sources of supply in the 
states of Pennsylvania and Ohio. These coals cover a great 
range of chemical and physical characteristics and are thus able 
to satisfy the diversified demand of modern industry. They are 
prepared moreovor in upwards of twenty sizes. This should be 
compared with the situation regarding Canadian coal, evilence 
of which has already been provided in the submission of the 
Industrial Consuners of coal in Hamilton. (Volume XX«IV, p. 
3125-8). 

The growing domand for numerous carefully selected and 
prepared coals, arising as it does mainly fram the progress of 
combustion ongineering, has in many respocts been favorable to 
Goal in meoting the competition of oil and hydro-electricity. At 
the sane tinc it has made coal distribution a nore exacting 
business ani entails increases in the use of dock space, handl ing 
equipment, and groater skill in lake forwarding. 

w- V -— Subventions 


Since 1924 the government has aided the transportation 


0) 


of Canadian coal te Ontario and juebec by several forms of 
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De ~-4743 - H. J. Stuart 
assistance usually known as subventions. Recently your 
Commission has been asked to recormend not only that these sub- 
ventions be naintained but that they be substantially increased. 
We can understand the desire of Canadian coal producers to reach 
the markets of Central Canada. Also we can digedeand (but may 
not always agree with) the viewpoint of the Dominion Governnent 
in paying large subventions in certain cases of energency, such 
as an acute unemployment crisis, or in the foreign exchange 
Situation of 1940-41. There is a vast difference between assis~- 


tance over an omorgency and assistance on a permanent basis. 


BY COMMISSIONER McLiURIN - You say there has been a denand for 
their increase. I just forget the tine, have you a record of that? 
Pyyist can"t recall it. Yow say "Recently your Commission has 

been asked to recomend not only that these subventions be naintained 
but that they be substantially inovessaah Let us know what 

you have in nind? 


fo Los, Sir, 


MR. STURT continues bricf_ 

It appears that in some cases, .owing to the short rail 
haul, the subventions have involved a relatively small cost to 
the public treasury in comparison with the benefits secured. 
There have boen other casos, where owing to long rail haulage, 
Ssubventions have been exceedingly costly in relation to benefit 


Obtained. 4s an exariple of costly aid we may mention the 


(proceedings o. 3123) on bohalf of the Consumers of Industrial 
Coal in Hanilton, where, owing to subventions, it has been to 
the interest of the shipper to send Nova Scotia coal from Montreal 
to Hamilton by rail rather than by tho much cieaper water route. 
There is obviously sone point beyond which the cost of subvention 
is not justificd by the benefit. 

Considerable suns of noney have been expended for assist- 


ing Nova Scotia coal mines over the last fifteen years, without 
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ru -4744. H. J. Stuart 
apparently placing the production of coal on a ruch nore 


econonic basis. 


BY THE CHsaTRMAN - What are those outside of subventions? 
What sums of Government money have been expended outside of 
subventions? re you referring to war tine subsidy? 

BY MR. PRAWLEY - Other than subventions, what assistance hag 
been given? 

BY PRO. McGREGOR - This refers to subventions, that is what 


we had in mnind. 


BY COMMISSIONER McLaURIN - Tho war tine picture, I take it? 
BY THE CH.TRM.N - I suppose why you are pickin, out Nova 


Scotia from the other placos of producing coal in Canada, is that 
theya re the only people who can compote with the distributors 

of coal in Ontario by subvention? 

BY PROF. McGREGOR - With respect to bituminous coal we have 
taken the attitude that within the Province of Ontario it is 

not likely that large quantities of Alberta coal would be 
Shipped. 

BY THE CHAIRMAN  - That is right, and that is the reason you 
are picking out Nova Scotia mines for criticism, because they are 
the only coal operators that under subvention can compete with 
the coal that you import in Ontario? 


i, That has been the experience. 


MR. STU:RT continues brief 

Surely some more permanent and less costly solution can 
be found. If there is no alteornativo and subventions are om- 
Sidered expedient for short hauls, then it is desirablo that 
assistance be so given as to vrovide assurance that the financial 
benefits from subventions will be constructivoly appliod. 

For many years prior to 1930, both the Nova Scotia mines 
and the inport trade suffered alike from loss of markets in bad 
times. During the nineteen thirties, however, the two traies 


fared differently. 
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iS ~4745— H. J. otuart_ 
BY COMMISSIONER McLiURIN - You arc now Spoaking of the coal 
import trade? 
fee 16S. 
4. It is a head-on fight between tho Importers of Torénto and 
Nova Scotia. 
MR. STUART continucs bricf 

The import trade remained depressed, apart fron a short- 
livec rally in 1957, umtil the outbreak of war. Nova Scotia's 
output, on the other hand, rose fro a low point of 441): mitdton 
tons in 1952 to 6.3 million tons tw years later, mainly due to 
larger sales in the province of Quebec. These larger sales 
were made possible principally by increased subventions. (See the 
reports on the Dominion fuel Board's activities in 1932-33 ana 
later years, in the Annual Reports of the Deputy Minister of 
Mines). The above observations are based on the information 
eet. tOrth in, Table I. 

Lene anes 


Output of coal from Nova Scotia Imports of Bituminous 
mines. coal into Canada. 


(in millions of short tons) 


Ind ox Index 

1925 3.8 61 Haye) 93 
26 6.7 VO7 12.4 92 
oy Fo: ie 14.6 109 
28 6.7 107 1S 34 99 
29 23 ie eee 106 
1930 6.3 101 14.5 108 
51 5.0 79 9.9 7 4. 
32 wey 65 8.8 66 
33 4.6 72 8.2 61 
34 6.3 161 9.5 (ee 
35 5.8 93 8.6 64 
36 6.6 106 9.7 72 
37 Peo 115 es 83 

3 Gee 99 9.5 71 
aR Tae 112 1087 80 
1940 7.8 125 13.5 100 
4lL fae: TL? 16.5 123 
4G Tee LES 20.0 149 
43 6el 97 24,4 182 
44 By? 90 24,5 183 

L92Z5=1929 = LOO 1925-1929 - 100 


# Coal statistics for Canada for the calendar ear 1942. 
(Ottawa, Dominion Bureau of Statistics, 1944) p. 39. 


tT? ibid: p. 18. Includes a small amount of imports from 
countries other than the United Statos. 
Figures for 1943-44 aro from monthly bulletins of Coal & Coke 
Statistics. 
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S. ~-4746- H. J. Stuart 

It appears then, that the effect of the Dominion 
Government's policy has been to provide a comparatively stable 
market for Maritime coal at the expense of imported coal, thus 
throwing the burden of depression on Canadian importers and on 
lake steamship companies carrying coal to Canadian ports. We are 
willing to bear our share of the risks of depression (and in view 
of our large inventories, the risks are heavy) but we submit thay 
a policy which places the risk almost solely upon those engiged 
in international trade is manifestly unfair and no contribution 
to friendly international trading relations. 

In this connection it should bo remembered that in 
the recent war the distribution of exceedingly scarce supplies of 
American coal has been conducted without regard for the interna- 
tional boundary, both private enterprise and government in the 
United States preferring to regard Canada as entitled to as good 
treatment as American territory. Because of the co-operation of 
the United States, we were able during the war not only to maintain,, 
but greatly to increase our imports, thereby supporting the 
industrial side of our war effort and easing our manpower problen 
in no small degree. We believe that the willingness of tho 
United States to co-operate was in part a result of the close 
trading relations of carlior years in the coal business, relations 
which have become more intimate as a result of the continuing 
interest of several large mining companies in the Canadian rarket 
through agencies or subsidiarics in this country. 

Despite increasing roliance on hydro-olectricity ana 
Oil, the statistics show that coal remains much the largest single 
source of mechanical energy and heat in Canada. (Coal Statistics 
mer Canada, 1942, table 26). Coal's contribution to the producti- 
vity and welfare of Central Canada is hard to over-estimate, and 
all the emsiderations which have led the Dominion government to 
consider coal supply important also demand that it be regular in 
flow, high in quality and reasonable in price. Tho interest of 


Canadian governments in hydro-electricity, and of the newspapers 
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Ss. -4747 - He J. Stuart 
and certain industries in the Spectacular rise of oil production 
and now in the prospect of atomic power, has cast over theso now 
sourcgs of onergy an aura, which, though interesting from 4 
prophetic standpoint, creates a misleading impression of their 


actual ecmtribution to the national economy. 


BY THE CHATRMAN = If Ontario gets its due proportion of atonic 
power, they won't be intercsted very mich in the coal business. 
BY MR. PRAWLEY - What would you call Ontario's due proportion? 


BY MR, STUART - It depends on what direction it cones fron. 


MR. STUART continues bricf 
While it is not our function to plead tho cause of the 
coal consumer, we take the liberty of omphasizing the importance 
of the briefs of the Industrial Consumors of coal in Hamilton, 
and of the Government of the Province of Ontario, both of which 
have stressed the consumer's interest. Vith the greatest respect 
we would observe that the consumer's interest, as such, has not 


yet been fully represented before your Commission. 


-- VI -- foreign Exchange 

Canada's ability to purchase bituminous coal in the 
United states is, of course, influenced by her foreign exchange 
position. Both the price of coal at the mine and the cost of 
transporting it to American lake ports, or to the Vanadian borcer 
by rail, mst be paid in American funds. During the years 1900 
to 1913 the annual drain upon our supply of foreign exchange for 
this purpose, in relation to the total supply of exchange 
becoming available from all current sources, was as shown in 


Column(I) of Table II. 
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feegee ale p VEL 
Proportions of available foreign exchange 


(all currencies) used for import of bituminous 
coal (for details see Appendix B iutarike, i) 


(1) (2) 

% of % of 

Current Current & 

Account Capital a/c 
1900 5.1% 4.5% 
1901 Sa Poi 4.9 
L902 be Oe? 
1903 1% ad 
1904 (pos ee 
LIDS Gieun Soemgt 8 
1906 2 ¥ 
1907 ead bed 
1908 Deo 6.4 
Egos 7.9 Deis 
Le Cenc 4.6 
RONDA ees breG 
191e Drak 4,5 
Pols care) Die 


Note: Col. (1) is taken from Appendix B Table I Gol. 5 
Col. (2) is takon fron Appendix B Tablo I Col. 8 


From Column (1) it may be seon that the cost of bituminous 
coal imports increased nore rapidly than the flow of foreign 
exchange from current sources, rising from 5.1% in 1900 to over 
11% of the total exchange available in 191l. 

It should be renenbered, however, that in the latter 
part of the period the supply of foreign exchange from current 
sources (i.o. sales of goods and services abroad) was augmented 
by the proceeds from foreign loans to, and direct foreign invest- 
ment in, Canada. In the years 1911 and 1912 the foreign exchange 
arising fron capital transactions of this type actually exceeded 
the proceeds from current sources. As large anounts of coal were 
used in connection with investnent of the funds from abroad, it is 
permissible to regard a part of Canada's large coal purchases in 
this period as chargeable to capital account, that is, against 
foreign exchange arising from capital imports. The ratio of the 
Outlay for coal imports to the aggregate amount of foreign exchange 
made available from current and capital transactions is shown in 
COlumn (2) of Table Il, whore it may be seen that notwithstanding 


&@ fivefold inepease in the outlay for coal imports the proportional 
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drain on the foreign exchange position did not increase. 

In the period from 1926 to 1942, for which figures 
are also available, the drain from coal imports on the supply 
of foreign exchange from current sources has been much less than 
it was before 1913. (See Table III, Column (1). Although the 
Situation has been complicated by alternating years of capital 
import and export, and by the relatively large payments of interest 
and dividends to foreign investors, our interpretation of the 
figures is that bituminous coal imports have under peaceful 
conditions given rise to a drain on theo Supply of foreign exchange 
Which, despi @ the many millions involved, is not a problem of mich 
consequence. 

In the event that other currencies, and especially 
sterling, do not soon regain convertibility into United States 
dollars, the drain on our U.S. dollars from coal imports would, 
of course, become heavier. Some idea of this situation may be 
gained from column (2) of Table III which shows the outlay for 
bituminous coal as a percentage of Canada's total credits in 
current transactions with the United states. #rom this column 
it appears that even though sterling has been inconvertible in tho 
years 1926-43 the proportional drain on the proceeds of our 
direct sales to the United States would havo been less than 


before the first world war. 
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(1) Si i ae (2) 

Lroportion or total Proportion of forcign 
forcign exchange realized exchange realized from 
from current transactions, current transactions with 
all countries the United States only. 

1926 3.00% 6.05% 

1927 3 B0% 6.31% 

1928 2.65% 5.12% 

1929 3.13% 541% 

1930 3.71% 6.31% 

1931 3.56% 5.79% 

1932 3.69% 6.60% 

1933 3.68% 8.58% 

1934 3.94% 8.09% 

1935 2.76% 5.21% 

1936 2.51% 5.12% 

1937 2 689% 5.747 

1938 2.89% 5.93% 

1939 2.83% 5.29% 

1940 3.25% 6.93% 

1941 3.14% 7.40% 

1942 2.85% 6.58% 


Petes Col. (1) is taken from Appendix B - Table II - Gol, 5. 

Col (2) “is taken from Appendix B = Table Tl Col. 7. 
BY COMMISSIONER McLAURIN - Where do these Tables come from, are 
they your own creation? 
&. These Tables are taken from Appendix B. If you turn to 
Appendix B later in the report you will find tables of figures and 
a statement of the source. They are drawn from official sources. 
Q. It indicates where you get them? | 
a, Yes. 
BY THE CHAIRMAN - Why do you leave out the yoars from 1919 to 1926% 
A, As far as I know there are no figures available for that period. 
IT know that a noted economist has worked on that, but I could not 
in the time at my disposal get the figures on it. 
Q. It would change this materially, would it not? 
A, I don't know. I have not soen any figures for that period, 
BY COMMISSIONER McLAURIN - It must havo been bad in 1920, 14% 
to 15% discount? 
4. It would be, as it also was in 1930 for a short poriod.. 
2. I think the gravest period was in 1921 or 1922, when I think 
it was 19%. 
A. I think it should be mentioned that at such times our imports 


of coal in torms of tons are relatively low. That gives us some 
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compensation. 

¥. One way to overcome would be to take that 19% and give it as 
subvention to Canadian mines, and you would still be even with the 
board and just using Canadian dollars. 

MR. STUskT continues bricf 

We realize the incompleteness of the foregoing treat- 
ment in view of the complexity of the foreign exchange problen, 
especially as that problem may present itself in the near future, 
it the same time we would stress the importance of considering it 
in the light of recently available statistics of the balance of 
international payments presented horewith,. 

While some shortage of Unitod States dollars may 
possibly be felt in the readjustment after the war, we believe that 
there are other directions in which foreign exchange may be 
conserved with loss injury to the country. It is not generally 
realized that coal imports are used in the making of Canadian 
products which are exported to the United States. These include 
large sales of paper, base metals, gold and shipping and railway 
Services, each of which substantially onhances our United States 
dollar position. Thus goal imports tend automatically to provide 
4 part of the foreign exchange for their purchase. 

BY COMMISSIONER McLAURIN -~ I don't follow that. Because coal 

is needed in these industries? 

#. That is right. 

2» I don't know. If we are not going to have a triangular trade, 
we have to induce these Amoricans some way to balance their trade 


with us, or else we have to buy less from them. 


MR. STUART continues brief 

In conclusion we maintain that there is not a nation- 
Wide coal problom in Canada, but rathor a series of regional 
problems, each of which mist be solved in its own way. We feel 
that the record of the last twenty years shows that Canada's so- 


Called "acute fucl area” is in most ways better served than would 
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be possible if it were wholly or mainly dependent on other parts 

Se this country. We join with the Government of the Provinco of 
Ontario in expressing our appreciation of the efforts of the 

coal producers of the United States which have beon mado in the 
face of almost insuperablo difficulties, from the standpoint of 
labor conditions, shortage of equipment, ctc., to mect the demands , 
not only of their own country, but of Canada, for coal so 

necessary to our war industries. 

Under the stress of war, as was to be expected, 
qualities of coal could not be maintained. With the roturn of 
normal conditions, we are confident that qualitics will be 
restored and improved to the definite advantage of the Canadian 
consumer .» 

Signed and presonted on behalf of the Canadian 
Importers and Distributors named on page one. 

(Sgd) Hamilton J. Stuart 


Toronto, Ontario, Counsel. 
October 4th, 1945. 


APPENDIX "A" 


i ee 


A DESCRIPTION OF THE IMPORTING AND WHOLESALING OF 
UNITED STATES BITUMINOUS COAL IN CANADA 


-In the past thirty years, there have been quite 
extensive changes in the methods of burning bituminous coal. 

These changes, involving as they do, the use of 43 
wide variety of stokers, and powdered fuel units, have brought 
with them special problems of preparation and selling methods. 
Whereas in the earlier days "Lump", "Mine Run", and "Slack" were 
the only sizes of coal to be considered in a sale, the use of 
this special equipment calls for skilful selection of the right 
fuel by trained specialists who uso the most modern and scientific 
methods of studying the individual boiler plant and make their 
Selection from a widely scattered group of minos or mining aroas. 
They mist combine knowledgo of burning requirements with knowledge 


of burning character of coals from different nines, difforont 


paler) 


= os oy : 


is Gh debowss cai oo ao tdotdorage due antes: 
Sa 2? ote pod web Gt ectodt Satie? agd to ato OURS 


“ ‘ i. = 
tc Sateutaéts ots pot wivivortt ss olgezoqurnd deomta %* 


_ 

ee 
- v 

iS et 


a 4 


, eae % ane [ ; : 
Ay aia wary ors eee , sein ~oHenerypy oar he $80 ao f3 Thane 3% 


— 


‘ i . a Pt ; “ Fs = 5 ae <i 
oi fn + 2 boos tod rtawos awo tieit to yine 


“~ 


-eoltdeuybhal sew wun oF grae 


i 
| Foatbvuarp on beret. npette off Tohall . 
$ we cs _ _ 

Yh ove + @t ae nat low Bitoo neo Fo su teh Legp 
| Viteu doit tauheiaoe ote ow pextigibade Leerem 


Aisi au | yasary tka i? of-Sovoxgad base bordept 
. Temventod 
ny bod “a bue bémlda 


. = . te - ; 
: | n at gtovadinvelG hse atoftogmt 


7 . ‘clepdad ,oFsotoT 
saber sth sodote? 


2 doy 4 om} - reat Y.: og? 
® ¥Yalbe 4 aw is -—*% « * 
cC rc +e 2s ; 1 4 ta 
. “ re 4 i —e : | P + s _ te 4 
3 ‘ . vy or) . 7 )f ‘ © aa 20) i) 2 ue o :% bY obiwv 


ra eve bs iad veosg tC endidetw feloade nodt Ad iw 

at *ddnte® bow: “ont ayek qotieeb gif al szotodh 
- yoblunice of a¢ Io0m te bealeé wien off 

ae was) of jaan rei gauts iting Yok eisen-in dat up, fal Sdqe alae 
eee ye ee eee eae ee cay ‘ePetiaivora Bodin’ yd Lou 


* 
7] 


Ree cs oF ae 3 o Santtngt ied é rf lew te ot: 2 bist eae ait ' “i ita bd @ foie 


es tha pos fii Po eee ‘ wd phos: % : betic *'s) Synths 5a ylel iw = eott g6i%. 


Po 


: pate Be 


uitiend Sth ebimsstine: gabaad $e ngte trond calduoe. teu: 
jooyots+s sepates Saba ess bh wots Bindo Yo tetGrtaits ai 


— 


ais -4753~ He. J. Stuart 
seams and different areas, ranging in volatilo content from 

15-40%, in ash fusion from 1900°R to 2800°) ang ash content from 
53-15%. Structure and Sizing of coal mst be considered as well 

as the character of the coal, whether light, medium or densc 

coking in type. 

With the introduction of these technical problems 
and the application of coal to the job in an attempt to give 
the consumor the maximum benefit fron his investment in ¢e9a 
burning equipment, much closer co-operation has developed betwocn 
coal producers and equipment manufacturers in the designing of 
equipnent and the preparation of the coal. 

It has followed naturally for the producing companies 
to initiate the use of combustion enginecrs and technical exports 
referred to, as the means of socuring best results for ths 
consumer. These men are able to pass on to reguler plant 
operators valuable advice and holp based on oxporiences in dealing 
With a wide variety of applications. Recommendations ars fre-~ 
quently made to the mines rolative to the sizing and preparation 

of coal which is helpful in mooting spocial conditions. 

In canada, many of the largest United States producers 
of Bituminous coal have ostablished wholly or partially owned 
Subsidiaries to represent them in thoir dealings with wholesale 
distributors or with the purchasing departments of large industrial 
concerns, many of which insist on direct contact with their 
sources of supply. Competition between these companies is very 
keen in all types of distribution. 
| The establishment of docks and large storage inventorios 
at strategic points on the St. Lawronce River and Great Lakes 
System has had almost the cffect of moving tho mines to co msuming 
areas, with the additional advantage of having the coal above 
ground. Use has boen made of publicly owned storage docks whore 
aviilable, but in some cases coal companios havo had to build 
their own. 


Diroct rail transportation from mine to consumer is 
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still uscd where rail Sidings and freight ratos justify this 
movement. However, delivery by truck lot directly to bins from 
storage docks without the further cost of car unloading, as with 
the rail movoment, has made this type of delivery vory attractive. 
The assurance of Supply when coal is actually storod in Canada 

and free from interference fron nine strikos or railway car supply 
failure has been an additional factor in favor of this movement, 
Special equipmont is roquired by this mothod of eoal transporta- 
tion such as large Crawler ecranos with buckots, for transforring 
coal on the dock in some casos, quick-loading coal hoppers, 
Screening cquipment and in the caso of domestic stoker eoals, 
special dust-treating equipment. 

Large quantitics of coal have always moved to the head 
of the Lakes and lower St. Lawrenco destinations in bulk frcoighter 
vesSels. On arrival, they are unloaded by expensive coal bridges 
which were built for the purpose by wholesale companies or 
consumers on their own property. In some cases, the railroads 
have built and established coal storage docks for the handl ing 
of their own coal transported by vessel whon haulage on their 
Own lines would be an expensive proposition. In such cases, they 
frequently handle commercial coal as well as their own coal ovor 
their docks as in the caso of Britt and Prescott, Ontario, 
Properties of the Canadian Pacific Railway; and tho docks of the 
Algoma Central and Algoma Eastern Railroads at Michipicoten, Sault 
Ste. Marie and Little Current, 

With the development of the self-unloador vessel, first 
Of canal size and later, at the time of the Welland Canal opening, 
full size, 6-10,000 ton capacity, capable of unloading at rates 
varying from 400-1600 tons per hour, there has beon made possible 
the use of property for coal storage without the necessity of 
building expensive bridgos. Supplementary conveyor belts and 
Stackers make the uso of great depth of property from the unloading 
point easily possible. 

Special small solf-unloader vessels are used for delivery 


in shallow-draught areas such as the Bay of Quinte, Napanee River, 
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Gananoque and various destinations on Georgian Bay and Lake rie, 
By means of these Self-unloaders, long haul railway transportation 
has been reduced to a minimum and loss oxpcnsive vessel transpor- 
tation has made possible the delivery of coal to consumors at 

very Low cost. 


Actual distribution of coal from mine to consumer is 
accomplished: - 


te) ey dir cot. ralletrom thea mineire consumer's 
Siding where ho unloads it, or to sano 
other siding nearby whore it is unloaded 
under the auspicics of . retail or wholesale 
coal company which has the cquipment or may 
hirc the service performed. In such ease, 
it is the usual practice for the wholesaler 
to purchase the coal at tho mine and arrange 
for shipment in his own name, giving the 
consumer a landod cost in his bins. 


(b) By vessel movement to consumor's own dock 
or to a wholesale or commercial dock. In 
the case of coal transported by vessel, it 
is well to have some knowledge of the details 
of the movement. Generally Speaking, coal 
for central Canada originates in one of tho 
following districts of the United States: — 


1. Central Pennsylvania 

2. Western Pennsylvania 

3. Northorn Wost Virginia 
4, Ohio 

6. West Virginia Pan Handle 
i 

8 


s 


- Virginia and part of West Virginia 
. wouthern High yolatile, 


Coal from Districts 1-2 and 3 can move to Lake Ontario ports 


of Sodus, Oswego and Charlotte, with some exceptions fron 
Which ports it could load for St. Lawrence River Ports and 
Lake Ontario destinations, 

Docks have boon established at every poiny along the North 
Ontario shore which can be reached by vessels having 
Capacity as low as 600 tons. Probably the most interesting 
of these ports is Napanee, Ontario, which is reached by a 
Seven mile trip up the Napanee River from Descronto. As 
high as 20,000 tons of coal have been moved into this port 
by vessel in one year. 

Coal is loadcd on Lake Erie from all of the Districts 


indicated. Large tonnages move through loading ports 
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-4756- H. J. Stuart 
Of Surraro N.Y s, trie. Pannsylvania, Ashtabula, Cleveland, 
fairport, Lorain, Sandusky and Toledo, Ohio. This coal 
originates on such railroads as:- 


District 1 - B&O, PRR, NYC, P&S, PSN, Brie, 
C&Il, LEF&C, Western Maryland 


District 2 - B&O, B&LE, PRR, P&LE, Montour, 
Pittsburg & West Va. 


District 3 - B&O, Monongahola, Westcrn Maryland 
District 4 ~ B&O, PRR, NYC, W&LE, C&O 

District 6 - B&O, PRR 

District 7 ~ C&O, Interstato, N&V, Virginian 


District 8 - C&O, CC&O, KC&NW Railway, K&M 
Railway (NYC), I&N, N&w 


By various podtas those shipments arrive at Lako Dumping 
-orts where they come undor the supervision of tho Ore & 
Coal Exchange. The duty of this organization is to sccure 
quick unloading of cars and officiont movement along the 
route so that cars may be returned promptly to originating 
railroads. 

Five days of frec time are allowed on all cars at Lake Ports 
with a charge of $1.00 per day per car thereafter until 
dumped. As an indication of the cfficiency of the organiza- 
tion, which involves shippers, receivers and vessel 
companics taking the coal away from the loading ports, the 
average days' time used during 1944 was 3.61 days per car 

on Lake Ontario and 3.33 days per car on Lako Erie. 

Docks mst be ready to receive the coal on arrival of 
vessels. This requires careful planning of the shipments 
that will be made in cach and overy momth. Some coals break 
down in storage more than othors. Those mst be shipped 

at late in the navigation season as possiblo. some coals 
store bettor than others and a vast amount of knowledge 

has been developed on proper methods of storage, including 
the impacting on arrival of the finer Sizes. Sonetines it 


is necessary to transship coal over a dock and have the space 
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-4757~— H. J. Stuart 
available quickly for following shipments. In such cases 
trucking arrangements must bo co-ordinated with coa 
arrival, 

With coal moving in such largo volune during the sunmer 
season, the mines must plan production to take care of 
these requirenents. Often the sizes required in one area 
in Canada may cause an unbalanced position in the mines 

in relation to other sizes. Outlets mst bo found that 
will permit tho ontiro programme to be carricd out. Sone- 
times stoker sizes for Canada will be made possible by 
movement of top sizes in the U.S, and slack sizes in sone 
other area of Canada or vice vorsa. 

Close control of vessels involved in coal transportation 
mst be maintained. This is a function of Coal Traffic 
Departmonts. Co-operation of the koenest kind is required 
to avoid or keep down dermrrage costs on cars at Ports 
waiting for vessels to take the cargo. During periods of 
uncertain production, such costs can reach serious propor- 
tions. 

Frequently it is necessary to ship from widely scattered 
areas to the same ports for loading into the same vessel 
for delivery at the same Canadian destination. Very 
infrequently deliverics are necessary from the same vessel 
to two Canadian destinations. 

Weight of the coal loaded into a vessel is tabulated from 
the railroad weights of cars loaded. Copies of the "Consist" 
or "Manifest" are given the receiver and the shipper. such 
coal is invoiced on the Vessel woights. 

Vessels aro divided into oompartments. Separate weights 
can be obtained for cach. As many as five different kinds 
or sizes of coal may be carried in a vessel at the sane tine, 
depending on its size and compartment arrangemont. Most 
Self-unloader vessels have hopper type holds under which 


operate conveyor belts. Theso carry the coal to the front 
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do, ~-4758~ H. J. Stuart 
of the vessel where it is raised on a bucket conveying syston, 
dumped into a chuto which foeds anothor conveyor belt oporat} 
ing on the unloading arm or "Boon", This Boom extenigs over 
the side of the vessel above the dock. It can be raised or 
lowered or swung horizontally as required into the: exact 
position desired for unloading, by cmtrolling cables operated 
by winches on the vcssel. The coal flows over the belt 
and: falisaonto the.dock. Sone breakage occurs initially 
but as the pile grows, it is possible to control this breakage 
to a considerable extent by carcful operation of the unload- 
ing boon, As mentioned, the rate of discharge may be as 
high as 1500 tons per hour fron large solf-unloaders. 
On arrival at the storage dock of a wholesaler, it may be 
added to piles of coal of the sane grade and size represent- 
ing the amassed orders of a number of consuncrs. It can be 

_renoved as required, weighed over dock scales and invoiced 

on truck weights. 
You will see that sinco approximately 75% of Canada's coal 
requirements are carried by vessels during the navigation 
season from April lst to November 30th in each year, quite 
complete and efficient firms are necessary in order to 

have the right amount of coal 

of the right grade 


) 

) 

) in the right place 
) at the right time 


(a 
(b 
(c 
(d 

Such an organization is represented by the group of 
importers and wholesalers presenting this Brief. 

In addition to the factors mentioned, there are further 
TesponSibilities such as the problems of exchange - financing of 
large quantities of coal - credit risk involved in sales - 
degradation of coal in storage - methods of handling - screcning - 
disposition of resultant coals on an oconomical basis - storage, 
with its probloms of spontanoous combustion and wastago. 

Smoke ordinances of various canmuinities make necessary 


the securing of coal for consumers which will operate in harmony 


with such regulations. 
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-4759— | H. J. Stuart 
The ability to use largo capacity vossels with thoir 
reduced transportation cost and ability to avoid demrrage 
charges on cars awniiting dumping into vessels is only possible 
through the amassing of orders and pooling of tonnage. 

Tho funds to pay for large quantities mst be made 
available and credit responsibility maintainod. 

The advantages of large scale Operations are passed 
on to the smller retailers through these organizations, making 
it possible for them to buy truckloads of various coals for 
delivery to consumers requiring different types, without the 
nocessity of the retailer having to ship separate cars of cach 
to his own yard and tie up his limited storage facilitics for 
long periods by so doing. 

Consumption of coal in private homes, whother used in 
domestic stokers or not, make necessary special equipment for 
the sizing and dust-treating of coals. This can be takon carc 
of in the most economical manner by doing it on a large scale, 
which such wholesale dock opcrations pornit. 

Arranging for coal with sources of supply mst be 
predicated upon the needs of the area served. Experience of 
many years makes it possible. for this group to estimate with 
fair accuracy these Penenente and to givo an indication to 
ae opere of the quantitios which can be accepted during each 
month of the navigation season. 

Production schedules of the producing companies are 
Set up early in the year and it is necessary that proper 
arrangements be made to have the required tonnages included in 
their production programnes. 

It is quite evidont that to onsurc shipment, orders 
mst go to the U. 3. suppliers very carly in the year but it may 
be @ surprise to know that contrects are sometimos completed 
for shipments with the mines by the end of February. A close 
Check i industrial activity mst be maintained and ability to 


make rapid adjustments in case of necossity is of prime importance. 
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dS, ~4760- H. J. Stuare 
Close co-operation with Shippers throughout the yoar 
is necessary to maintain the flow of coal evenly and surely 
throughout the season. 
We have a map which shows the locations of storage 
docks on which inventoriocs of coal are maintainod by this group 
and other destinations to which coal is Shipped by the group 


for goonsumer storage. 


RT AL A ee men ess 


(1) (2) (3) (4) 
VALUE OF ASSUMED TOTAL CREDITS 
IMPORTS OF COST OF BOL. C1) Il’ CURRIN? 
BITUMINOUS INWARD PIUS TRANSACTION 3 
Con, FRBIGHT SOla(e) WITH ALL 
F.O.B. MINE PAYABLE IN FO REIGN 

U.S. FUNDS COUNTRIES 


(same as i) 


(In millions of Ganadian dollars) 


1900 #5.2(Fiscal Yoar 
1900~1901) pbk ~l0.4 $203 
Ol 6.0 6.0 1220 225 
Os 842 8.2 16.4 246 
03 9.6 9.6 19.2 258 
04 8.3 8.3 16.6 226 
05 8.8 (Sisecal Yoar 
1905-06) 8.8 17.6 262 
06 = = mM e 
OT 14.5 (cal. year) 14.3 28.6 301 
es 15.9 y 13.9 27.8 300 
09 12.9 i 12.9 25.8 325 
910 15.7 i 13.7 iba 340 
a 20.5 a 20.5 AVEO B46 
2 19.4 uy 19.4 38.8 425 
13 25.9 ft 25.9 51.8 524 


(Continued on next page) 
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KPPENDIX B ~ TABLE I (continued) 


(5) (6) 77) (8) 
NET TOTAL 
COL ai(S) CANADIAN FOREIGN COL (3) 
AS % OF BORRO JING EXCHANGE as % OF 
GOL. (4) ABROAD UTILIZED COL 7) 
(4) 2 (6) 
(in millions of Canadian dollars) 
1900 5.1% $36.5 239 4.5% 
Ol 5.3 Pies) 246 4.9 
02 6377 Py eee 273 6.0 
03 hh 69.2 Ber 5.9 
04 f(s 91.0 317 52 
05 Beals 83.0 345 apa 
06 < a a 
07 7.5 Teeeo 484 ee 
08 9.3 A037 432 6.4 
09 7.9 159.8 485 5.3 
1910 68.1 250.6 590 4.6 
me 118 354.7 TOL 5.8 
12 9.1 435.2 860 4.5 
13 9.9 414.3 938 bab 
SOURCES 


pom) =) Cont etatistice for Canade for the calendar 
yoar 1925 (Ottawa, King's Printer 1926) 
TeV seeiv ens 15) 


COL, (2) ~ Sssumed arbitrarily, on the basis of experience 
in yoars 1926=31, to be oqual to cost of coal 
at the mine. 


COL, (4) - J. Viner - Canada's Balance of International 
Indebtodness (Harvard University Press, 1924) 
ie JOD 


COs (6) er IBID PS 106% 


NOTE: Figures in Col. (1), prior to 1907, are for years 
ending March 3lst of the following calendar year. 
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APPENDIX B . TABLE II 


(1) 
VaLUE OF 
IMPORTS OF 
BITUMINOUS 
POkL 
P.O.B. MINES 


YEAR 


1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 


(2) (Sy (4) 
INWARD TOTAL COST TOTAL CREDITS 
FREIGHT OF U.S. FUNDS IN CURRENT 
PAID IN U.S. FOR BITUMIN - TRANSACTIONS 
FUNDS ON OUS COAL WITH ALL 
BITUMINOUS (1) plus (2) FOREIGN 
COAL COUNTRIES 


oe 


(IN MILLIONS OF CANADIAN DOLLARS) 


25.9 
30.4 
£6.46 
Ble lL 
P6.D 
15.7 
12.0 
10.5 
16.6 
15.9 
Enel 
20.8 
Uy ea 
Rg) 
26.5 
37.6 
50.3 


(5) 
COLUMN (3) 
LS % OF 
COLUMN (4) 


26.8 
2666 
Oe 
28.35 
246 
2207 
20.2 
20.6 
2462 
By ey 
EO? 
2000 
21.6 
ral ary d 
31.3 
Oe 
45.8 


52.3 1743 
57.0 1727 
51.8 195” 
55.4 1767 
Set 1375 
38.4 1080 
32.9 891 
Sus 844 
40.8 1036 
33.6 1217 
37.9 1509 
46.1 1593 
39.9 1361 
41.3 1457 
57.8 1776 
TPS 2458 
Onn 3376 
(6) (7) 
TOTAL COLUMN (3) 
CREDITS IN AS % OF 
CURRENT COLUMN (6) 


TRANSACTIONS 
WITH U.deu. 


(IN MILLIONS OF CANADIAN DOLLsRS) 


3.00% 
5.30 
2.65 
3.13 
S71. 
3.56 
5.69 
3.68 
3.94 
2.76 
2.51 
2,89 
2.89 
2.83 
3.25 
Bei4 
2.85 


864.2 6.05% 
903.4 6.31 
1011.4 5.12 
1023.9 5.41 
810.0 6.31 
662.6 5.79 
498.4 6.60 
362.3 8.58 
504.9 8.09 
644.6 5.21 
VOL 5.12 
803. 5.74 
663. 5.93 
780. 5.29 
B34. 6.93 
1045 7.40 
1461 6.58 


(continued on next page) 
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\PPENDIX B — TABLE II (continued) 


SOURCES: 
COL. (1) - Coal Statistics for Canada, for the calendar 
year 1942. (Ottawa, King's Printer. 1944) 
LabDLO Wb .y lb. Includes all coal roaching 
Canada, whether or not cleared from customs. 
Includes 2 very small amount of imports fron 
countrios other than the United states. 


COL. (2) - The Canadian Balance of International Paynonts - 
4 Study of Methods and Results. (Ottawa, King's 
Printer. 1939) Table XV, p. 80. Later figures 
from correspondence with the Dominion Bureau 
of Statistics. 


COLS. (4), (6) - For years 1926 - 36, same source as column (2), 
at pagos 216-39. 
For years 1937-43, The Canadian Balance of 
Intornational Payments, 1937-43. (Ottawa, 
Dominion Bureau of Statistics. 1944) Table I, 
be 28, end table Vi, p..26. 


BePENDIX, ve 
List of the citics and towns at which are located sales offices 
or stock piles of the Canadian importers and distributers listed 
on VPage l. 

SALES OFFICES 


Montreal 
Brockville 
Toronto 
Hamilton 

Port Golporne 
London 
Windsor 
Walkerville 
North Bay 
Winnipeg 


STORAGE INVENTORIES 


St. Lawrence Ports Lako Erie sorts _ 

Montreal Port Colborne 

Prescott Port Maitland 

Brockville Port Burwell 
rort stanley 
Erieau 


Lake Ontario Ports 
Detroit River 2orts 


Napanee Windsor 

Deseronto ene ta 

Trenton 

Cobourg Georgian Bay 2orts 
Lort Hope ee 

Oshawa Midland 

Toronto Britt 

Hanilton Little Current 

Port Weller | . 
Thorold Lake Suporior Ports 
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5. -4764- H. J. Stuart 

BY THE CHTRMaN  - They did what thoir Coal Controller ordered 
them to do, the coal producers of the United States, as to how 
and where to place their coal? 

&, I think it was all their combined efforts though. 

Q. I don't know. The operators in this country obey their 
superiors, the Goal Control. I mean to say we are always giving 
the credit of getting this vast supply of coal from the United 
States, to the coal operators. 

BY COMMISSTONER McLAURIN - The Crow's Nest Pass abandoned 
their market and sent a half million tons to the State of 
Washington. They would have preferred to be selling to the 
Canadian Pacific Railway. 

BY THE CHAIRMAN - One thing that surprised me about this 

coal business in Ontario is that every public man of note that 

I have met in the last few years was always in favor of assistance 
to Canadian coal to get it to the Ontario market. 

BY COMMISSTONER McLAURIN - I am just wondering where this takes 
us. «As I understand this brief it recommends the removal of the 
duty, you want to do away with the 75¢ duty, and I also gather 
from what I have read here that all subventions are improper 
except where they imvolve a short rail haul. We might as well 
meet these things head-on. 

Pe othat is right. 

4. Then I throw out the suggestion that if you have a fiscal 
policy that takes away the duty, I know they have a subvention 
too, and I can see that you might say the Western producers 
should not have both. How do you protect the Western bituminous 
producers? Just throw him to the wolves. You have a protected 
area in Central Canada, and I am not saying you should not have 
it. As far as I know the only protection that Western Canada 
from Fort William to the Rocky Mountains, enjoys, is probably 
the duty on coal. Shall you take it away and give them nothing 
back? 

A, I think that is a matter of high policy. 


2. Wo have to struggle with these, and Mr. Howe wants us to 
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5; -47 65 - H. J. Stuart 
know what tc do. Hoe does not want us to recormend sonething 
very acceptable to the Toronto Importers and have the Western 
producers on his ear. 

4, Wewere trying to express our views to assist the Comnission 
with what.we know of the industrial coal situation. We are 
unable to express the position of the “estern producers, but 
we want to give you our position so that when you hear briefs 
from other sides you can forrmlato your opinions. 

% We put this same thing to the Western Canada producers, 

We said you are getting a 75¢ tariff on the laid-down cost 

of American coal, probably a 40% tariff, and you get a sub- 
vention. They said we think we are entitled to that because of 
Canada's fiscal policy, and we said what if there is a change. 
"Take off the tariffs down east, and we will take our chances". 
That is the position that tho fellow that wrote their brief 
took, He didn't take the position "This is just what I want” 
end wo are asking you to view it just as a Canadian policy. 

4. I don't think our brief deals with just what crosses the 
docks to the City. 

Q. iI mean you are giving a particular view fron one part of 
the industry. We have a country of tariffs. Here is a 75¢ 
duty, and if you take it off you take it off for all purposes 
and one part of the industry looses a market, and you say, let 
them lose it. As far as your submissions have gone, that is 
where you loave the problem as far as we are concerned. [an 
not saying it is not a good thing to bring us down to the hard 
reality of compoting in a world market for something. But why 
Single out the Western Canadian bituminous producers as the 
ones who are going to suffer, because that is what you are doing. 
And Peta tiie Nova Scotia. 

Pe 2 don't think cur brief? is aimed at that. 


4:05 P.M, HEARING ADJOURNED UNTIL THURSDAY, 
OCTOBER llth, 1945, at 10:00 O'CLOCK ..M. 
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ROYAL COMMISSION ON coaz 


Ottawa, Ont., Thursday, October lith, 1945. 
VOIUME LIL 


“WITNESSES: | 
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Ont. 


EXHIBITS; 


No, 


No. 


No. 


No, 


No, 


No. 


No, 


232 


256 


2O7 


238 


240 


241 


242 


243 


i) 


October llth, 1945. 


Brief submitted by Montreak Coke 
& Manufacturing Company...... Page 


Brief of Standard Coal eae & 
Lonverters- Corpora tiom.4h., 8 


Letter from St. John Board of 
Trade to the Commission, dated 
BOP et LOAD. cas ENE hare 


Canadian Coals - Their Classifi- 
cation, Analyses and General 
Characteristics, by Dept. of 
Mines & Resources, Ottawa. 

May 1945 Bam eion 6 San ao WY, 


Letter to Mr. Frawley from W. J. 
Callaghan, Commissioner of Tariff, 
dated “sept, 14th 1965 08 Saw 


Submission to the Commission on 
Coal Labour Survey of Datal 
Workers in the coal mines of Nova 
Scotia, oonducted by National 
wWOLGCULY SO HO6rV LCG... wows. ree: 


Letter to Secretary of the 

Commission from Deputy Minister 
of Mines for Nova scotia, dated 
June 25, 1945, and accompanying 
SUSU GION sis wi siercisce nea: ete pane oe aeeee ole 


Letter from Joggins Coal. Co.Ltd. 


to the Secretary of the Commission, 


dated June 4, 1945, with statement 
of shipments to C.N.R. since the 
mine has been in operation...... 


Letter from Empire-Hanna Coal Co. 
Ltd. to the Secretary of the 
Commission, dated April 26,1945.. 


Pamphict from R. H. Watson of 
Kdmonton, dated April 25, 1945... 


Letter dated Aug. 17, 1945, to 
Commission from Highway Transport 
Association Inc. of Montreal..... 


Report on Plan for the Beneficia- 
tion of the New Brunswick Coal 
Industry, dated December 1944. 
Report of Investigations Carbon- 
ivation. Section.- No, 195, by 
WERT ueenn eh a ee 
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EXHIBITS 


No, 


No. 


No. 


(continucad) 


244 


245 - 


Report on Underground 
Gasification for the Joggins- 
River Hebert Coal District, 
dated July 14, 1945, by 

WaT GA IBAN ¢os0 576th sie «igh ate aie rng PALE 


agreement between the United 
Mine Workers of America, Dist. 
No. 26, and the Minto Coal OO ss 
effective up to Jamuary 31, 19455 
with accompanying lotter dated 
4ugust 7, 1944, to the District 
POA WO MCHIO Giielic sre alee ¢ Svcd sd ere es 


Agreement between Western Dominion 


Coal Mines Ltd. and Saskatchewan 
Coal Miners' Union (Taylorton 


Division), dated Aug. 13, 1945.... 
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ROYAL COMMISSION ON GOxtz, 


Ottawa, Ontario, 
Octobcr llth, 1945, 
The Royel Commission on Goal convenca in the Courtroom 
of the Board of Transport Commissioners in Ottawa, Ont. , On 
Thursday, Octobcr 11th, tI4D 57 Ob 204 O0ie. 
PRESENT: 
Hon. Mv. Justice W. F. Carroll, Chairman 
Hon. Mr. Justice C. C. McLaurin, Commissionor 
Je Jd. Frawley, K.C., Commission Counsel 


Robert D. Howland, Secretary. 


HXAMIN.T ION of Prof. D, C, MacGregor continucd by Mr. Frawley. 

Q Professor MacGregor, I proposed to invite your comment yestor- 
day on an aspect of this thing. In considering the question 
of the importation of amcrican coal havo you given any thought 
to the offect of rcedueccd Nova Scotia tonnage on the cconomy 
of the provinee of Nova Scotia? 

a Reduced to what extent? 

Q® Well, when you go back to 1939, and if you first take a con- 
templated reduction from that tonnage, and secondly an abe 
sence of any increase of that tonnage? 

4 It is recognized, gir, that the coal mining industry of Nova 
Scotia occupies a pivotal position within the cconomy of the 
province, and more particularly in Capo Broton Island. ZEsti- 
mates have becn made as to the proportion of the population 
of Nova Scotia which depends on the coal, iron and stecl in- 
dustry. I have scon statements that LOO ,000 .people outeioFf 
some 500,000 are in one way or anothor dependent on it. We 
Tecognize that the industry is a substantial part of tho life 

and our attitude towards subventions I think 


Of Nova Scotie 
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1s 4 manifestation of our knowledge of that fact. I have 
heard it suggested that without any assistance whatever tho 
Nova Scotia markct would be reduced to 3,000,000 tons, r 
don't know the besis on which that statomcnt is modo but I 
belicve that that is the view which is hela by people. 

If there were no government assistance at all wo know where 
the economic line is, and I think that is right, it would bo 
reduced to 3,000,000 tons. 

That would involve operation at porhaps 50% of capacity, 
perhaps a little morc, 

It would be getting close to 50% of 1939. Well, 1939 was 
five and a half million, and even Making the other four 
million, say, without any governncnt assistanco at all. 

Now what are your vicws with regard to shutting back Nove 
Scotia production to its cconomic limits? 

We feel, sir, that the economic limits of Nova Scotia pro» 
duetion are not hecessarily fixcd as definitely as you. 
suggest. We fecl that the ovidenco submitted by the Dominion 
Stccl and Coal Compeny itsclf indicatos that there is a 
considerable undeveloped markct; not one which could be 
developed overnight--we recognize that--but which over a 
matter of 10 or 15 ycars might be dcveloped to a consider 
able extent. May I draw the Commission's attention to an 
Observation that was made in 1954, which has some bearing 
On this matter of the cconomie limits of Nove Scotia pro= 
duction. It is contained in a supplementary report of Dr, 
H. «. Innis, which was appended to the report of the Pro- 
Vincial Economic Inquiry of 1934. 

The Sirois? 


No, this was a Provincial Commission, appointed I think with 


an eye perhaps to a forthcoming Dominion-Provincial Commission, 


I quote from page 195 of the report of the Royal Commission, 


* = 5 4 4 wh cay cl 
Provineial Heonomic Inquiry. I may say that Dr. Innis was 
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one of three commissioners, the others being Mr. Johnston 

and Professor Jones. I just want to place this thing in its 
context. I quote; "Attention has been drawn to the in- 
equality of rates on coal in the provincial market and to 

the high price of coal at various points chroushont the 
provines. « bricf survey conveys the distinct itipression that 
existing rates arc definitoly highcr in tcorns of cost per 

ton mile from Springhill, for Cxamplc, than bctwcecon similar 
points in Ontario, based on sAncrica ports of export." Now 
if that statement is still truco it suggests that the cconomic 
limit for the shipment of Nova Seotia coal within tho pro- 
vince of Nova Scotia is still somewhat flexiblco, if we assunc 
that there is any flexibility in railway rates; and further, 
the observations made by Mr. MacLandors with respect to the 
use of ccal in a number of large industrial plants, and in 
wacbec and New Brunswick for the hcating of privatc houscholdg, 
I suggest then that, while there may be a definite eeononic 
linit with respect to certain branches of the trade where 
competitive freight rates arc well known, that definite 
economic limit docs not apply to other branches of the trade 
such as those to which I have been referring. 

Well, assuming that then, does not the prosperity of the 

Nova Scotia coal industry depend upon obtaining a share of the 
Central Canadian market, and if so, how can that be accom 


plished without governnent assistancc? 


THE CHAIRMAN: What do you mean by the Contral Canadian markct? 
eneendthetieisinmiameaeaeeeeine el 


MR. FRuvLEY: Beyond Montreal, west of Montreal, assuming 
SS ee 


they could take it to Montreal without any government aid, 
and they can in the summer tine. 

The prosperity of an industry, sir, is partly governed by 
its costs, as well as by its market, and we take the view 
that the Nova Scotia industry, on its own admission and on 
the admission of a Nova Scotia Royal Commission, has not done 


everything that it might do to mend its own position. 
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Well, would it be fair to turn that around a little bit and 
say you hold the view that until those costs of production 

in Nova Seotia come down the operators are probably not en- 
titled to any larger measure, or maybe not as large a measure , 
as the existing measure of government assistance? 

I would draw your attention, sir, to a passage on page 13 

in which we allude to that matter. We say, "If there is no 
alternative and subventions are considercd expodicnt for 
short hauls, then it is desirable that assistance be so given 
as to provide assurance that the financial bencfits from 
subventions will be constructively applica." 

Now that is just a little abstruse to mc. Would you mind 
JMS D Cxpending on that a little. bit? 

We have prepared a statement which expands on that, and if 
you would permit me I might read it. It is a bricf state~ 
ment, a littlc more than a page. We felt we wanted to keep 
this bricf within a short spacc, but if it was necessary to 
expand it we prepared this supplement. (Proceeds to read 
supplement ): 

When we suggest that the financial benefits of subven~ 
tions should be constructively applicd we have in mind, first, 
the application of not less than a given proportion of the 
mining companies! net earnings (after taxcs, depreciation 
and other appropriate adjustments) in several directions. 

"(1) Improvement of the buildings, machincry and lay~ 
out of the mines and associated transport facilities, and 
of amenities for employees such as dressing rooms and show- 
ers. The sums spent in the cleven years 1952-42 arc small 
in view of the size of the industry. (cf. Dawson Report, 


VI, pe 42). 


; 


"(2) assistance on the part of the companics to hasten 
alteration of coal burning equipment at present unsuitable 


for Nova Scotia coals in the local market area." 


BY THE CHAIRMAN: Which includes what? 
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4 I think perhaps the word "local" there igs not quite appro~- 
priate. If I may read the rest of this text, sir, and then 
we will have a chance for questions? 

BY THE CHAIRMAN: Yes. 

PROFESSOR M..CGREGOR continues: 

"The report of the Nova Scotia Royal Commission on Prom 
vineial Development and Rehabilitation strongly endorses 
this application of the mines! earnings, and rejects the idea 
of government aid. 'The Commission is unable to seo any 
conceivable rcason,' it says in Part VI, paragraph 61, 'twhy 
any government (particularly in view of the enormous aid now 
Deru eyeiveih” — deal xs 

BY THE CHAIRMAN: That is wartime aid? 

PROFESSOR MacGREGOR: That is probably true. (Continues): 
™. « e should come to the aid of the Dominion Steel and Coal 
Company in a mattor of this kind. The Commission has been 
told that new burners in seven or eight plants alone would 
enable them to use 250,000 additional tons a year, and it 
would seem probable that with some inducement from the 
Company the existing burners might be replaced with more 
modern cquipment capable of using Nova Seotia coal. These 
inducements have apparently not been offered, although as- 
Sistance of this kind is a common and evidently a profitable 
industrial practice elsewhere.! 

"(3) Research in the burning and marketing of coal as 
domestic fuel in the Maritime area, with special reference 
to competition from wood and oil.(See Nova Scotia Royal 
Commission ebove cited, Part VI; paragraph 77.) Possibly 
the use of domestic stokers should be encouraged." 

We recognize that that is only a small segment of the 

market, but after all a market is composed of small segments, 


(Continues): 
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"(4) Contribution to a social welfare fund for miners. 
(cf. Dawson Report, VI, par. 106 ) 
"Turning now to another aspect of applying the benefits 


of subsidics, we have in mind also a more constructive use 


oO 
Fh 


funds by the provincial government, such as assistance 
to a minors' welfare fund, and financial ahd technical aid 
in the improvement of housing and transport in mining arcas 
in ordér to avold the evile of ghost towns and uneconomic 
use of the men's time going to and from the pits. Gene 
Dawson Report, VI, pe37-62). Further it would appear that 
cconomics and othor improvements in municipal government 
serviccs arc possible. The municipalities, as indirect 
beneficiaries of fedcral aid, should be given encouragement 
and perha.s financial assistance by the province to 
utilize the benefits constructively for the mining popu 
lation, which may not appreciate the extent to which the 
higher standard of living in other areas is a result of 


efficicnt and up-to-date municipal government." 


BY MR. FR.WLEY: The opening words, you say, "When we suggest 
ae aoe Me A eh 


that the financial benefits of subventions should be con= 
structively applicd we have in mind, first, the application 
of not less than-a given proportion of the mining companies! 
net carnings (after taxes, depreciation and other appropri= 
ate adjustments) in several directions." Of course that 
presumes a profitable operation, with some net earnings at 
the end? 

Yes» I may say we did not have access to statements which 
Show the operations of the coal mine business. 

Well, without making any statements, unless you can assume 
that there are net carnings after depreciation and taxes, 
then presumably these recommendations of yours would not 


have quite the same foree and effect? 
No, they would not, but it is possible that the government 
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might consider making a direct contribution toward an under» 
taking of this kind. It might be cheaper to do it that way 
than to make a contribution which eequires making se. 1 ater 
railway cars and tracks incidental to the coal trad. 
ussuming that the operator is not in that position, you 
would suggest that probably the federal government should 
make 2 subsidy to substitute for a nct earning after taxes 
and depreciation? 

Subject to the fact that none of that should be paid out as 
dividends. 

Of. course, don't you think if you are going to. £0. thet, far 
you are getting to the position where no government ghould do 
that unless they have a very large voice in the operation? 

I have suggested that the government would not care to make 

a direct contribution to dividends. I would think thet with 
respect to certain specific undertakings the government would 
want to be satisficd that money was being satisfactorily 
Spent, and an audit of the company's books would probably be 
involved. 

In Nova Scotia the burden of the Mince Workers! bricf was 
nationalization of the Maritime industry. Would you not 
think thet your proposals would lead very much in that direc- 
tion? 

I don't think they would necessarily do so, sir. In the 
provinee of Ontario we have had a good deal of experience 
with various forms of municipal and provincial ownership, 

and our experience does not convince us that it always pro- 
duces a more efficient and progressive management. I think 
people in the City of Toronto feel that particularly, where 
they feel they are very well served by a regulated gas com 


pany and telephone company, in comparison with a publicly 


9 


owned street railway. There is very little indication of 
further demand for a municipalization, let me say, of gas 


and telephone. 
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Q@ Of course I have ridden on a pretty good street railway 
system in Toronto, which I understand is owned by the City? 

i. The system is good, but those who are here today who have 
lived in Toronto for the last three or four years may not 
fecl the same way about the scrvice. 

@ Without getting too deeply into that, without going as far 
as nationalized ownership of the mines by the federal author- 
ity, you think there should be a measure of control somewhat 
comparable to public utility control and regulation? 

& I think some form of Supcrvision would certainly be called 
for if the government were making direct contributions. TI 
don't think it would be reasonable to pay out the money with- 
out some supervision. 

Q@ Supervision is a large word and you think that, intelligently 
interpreted, that would suffice? 

i Speaking generally, yes. This is a matter in which one hesi- 
tates to be specific. 

BY MR. STUART: I think the professor means supervision in the 
sense of keeping a watchful eye on the industry. 

BY MR. FRAWLEY: Well, on the operation which your money was 
keeping operating? 

BY MR. STUART: That's right. That is what I mean. 

& In fact it might be that this would be more effective than 
the present method, where the government's technical interest 
from an accounting standpoint ends with the payment of sub~ 
vention. 

BY MR. FRAWLEY: There is another matter, that the provincial 
authority must spend some money, and what bothers me, if 
you are going to cut down the production you are going to 
cut back the royalty and that is going to cut back the 
wherewithall of the province to make these expenditures. 

& Imay say, sir, I do not think our brief should be inter- 


preted as leading to the reduction of the Nova Scotia output 


to 3,000,000 tons a year. If I may draw attention to our 
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remarks on subsidies, we have not asked for the complete 
abolition of subsidies. 

You mean now subventions? 

Subventions, yes. We do not take the attitude that subven~ 
tions should be wholly abolished, 

But you do contemplate a reduction in the Nova Scotia produc- 
tion as one of the conscquences of this free influx of 
american coal that you are advocating? 

Not necessarily. That would depend entirely on economic 
conditions. I would think that Nova Scotia would maintain 
approximately something not far from her maximum production, 
She is doing so now and selling almost no coal up the st. 


Lawrencsé. 


BY THE CHulRMaN: You can't apply that to ordinary times. 


ds 


We realize in selling coal up the §t. Lawrence in future the 


competition of water power is going to be a factor, 


BY MR. FRuWLEY: Do you take the attitude, We are quite content 


da 


ves 


ds 


with what the situation was before the war but we do not want 
any increased subventions? You can favor that? 

We are rather alarmed by the attitude taken by Dominion Steel 
and Coal Company in their brief. «at one point they say that 
production in Nova Scotia cannot economically exist above 
7,000,000 tons, but at another point Mr. MacLanders says that 
they are shooting with open sights all the time, and he said, 


"We will take what we can get." 


BY THE CHAlRiN: Isn't partially the answer to the markets of 
mee Bk PN 


Nova Scotia a better utilization of what they have? 

Or the coal or of the other resources? 

Yes, potentialities to which coal may be put. For example, 
don't you think that if they established good coking plants 
down there that. would put them in a position to compete at 

least with the oil innovations that they are unsuccessfully 
competing against now? 


That is a proposal that attracts me. I have not heard that 
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suggestion made, but it attracts me. We are aware that 
there are ways of improving the local situation from the 
standpoint of the mines. In fact we had prepared a prelimin- 


ary statement on that also. 


BY THE CHAIRMaN: It has been discovered, even in Nova Scotia 


where they don't discover many things, that power can be 
more economically created from coal than water=power that we 
have there, and we have a splendid water-power development. 
They are establishing power all through the country, the 
government is, through utilization of coal, 

That would scem to offer a good many opportunities in the 
more densely populated portions of the province. J] don't 
know the province very well. 

No, this is all for the part that is not densely populated, 
the forgotten people who have never had a light in their 
houses, sir. 

Would that include the Pubnicos? 

Yes, which contributes a great deal to the economic condi- 
tions of Nova scotia from sea fish and very often from 
farms. Ape you also aware that the coal companies of Nova 
Scotia have not succeeded in getting their own markets in 
the Maritimes? 

I have not any information on that, sir. 

Well, unfortunately I have becn Ament it down the years 
and in 1923 or 1924 a brave effort was made by the Government 
of Canada at that time to establish coking plants along the 
St. Lawrence River for the utilization of Nova Scotia coal, 
but the thing fell through for some reason or other, I dontt 
Know. My own opinion is that the coal companies of Nova 
Scotia have not been giving the same attention to their om 
local mrkets, through the proper utilization of coal, that 
they have been giving to try to get into uneconomic markets, 
I am quite frank about this and I am saying it to you. That 
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Hm Ibis & case of far ficlds are green? 

Q Yes. 

BY MR. FRAWLEY: I think it is important, at tho risk of rope- 
tition, to get your views on the existing situation respoct- 
ing the movement of coal by subvention. are you content with 
the system of subventions that puts, for instanec, Nova Sco- 
tia coal, 400,000 or 500,000 tons a year, into the Inter- 
national Nickel Company at Copper Cliff, just as an example , 
or do you think that that is an invasion of what you regard 
as a market for American coal? 

& that is 9 rather specific point, sir, and I wowld Like to 
refor it to Mr. Stuart, as he may want to call on somebody 
else. 

Q I think that would indicate to what extent you oppose the 
existing state of affairs, because under the existing state, 
peacetime I mean, Nova Scotia coal gocs into Copper Cliff. 

& Does it go by rail from Montreal or by rail from Little 
Current? 

Q The subvention order-in-council is worded so that it goes: 
either way, sometimes by water to Three Rivers, sometimes by 
water to Montreal, transshipped to Georgian Bay ports and 
then by rail to Copper Cliff. What are the views of your 
group on the system of orders-in-council that allows that 
to be done? 

4 Might I ask another question? I apologize for this but it 
is hard to get details on subventions. The Dominion Fuel 
Board reports give very sketchy information. 

BY THE CHAIRMAN: Perhaps you could tell, Mr. Frawley, how much 
it does take in the way of subventions to get that coal in 
there? 

BY MR. FRAWLSY: I think there is a question, Mr. Chairman, about 
that information. I am inclined to think--that information 
has been given to us, of course, but I don't think the Fuel 


Board would give that information to all and sundry. 
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BY THE CHAIRMAN: Why not? 

BY MR, FRAWLEY: I never asked them why not but I really think 
that is the position, sir. 

BY THe CHAIRMAN: Well, are you able to give this information? 

BY MRa FRAWLEY: Oh yes, I am. 

BY THE CHAIRMAN: I am not for keeping anything out of this 
record. 

BY MR. FRaWLEY: With that understanding I am quite prepared, 
if I had the actual figure here. 

BY THE CH.IRMAN: Otherwise the gentleman who is giving the 
evidence is in the air about it. 

BY MR. FRAWLEY: I think I can give him an approximate figure. 
In the year 1939, because I made it my business to ask Mr. 
Neate and he worked it out for me, eliminating the lost du ty 
and the lost excise tax, which I asked him to adda Loe t 
think it ran about $700,000 or $800,000. 

i. How many tons? 

Q I know the figure including duty and excise tax but I think 
that, excluding that, it would run between $700,000. 

BY THE CHAIRMAN: For how many tons of coal? 

BY MR. FRAWLEY: For about 400,000 tons of coal. 


PROFESSOR MacGREGOR: That is about $1.75 a ton. 


Paw 


average. You see some of it carries a movement of such and 

Such a maximum. 

4& So that it might, with respect to the more expensive part of 
the shipment, amount to the maximum of $2.50? 

Q I don't know that it would run to that. I think the maximum 

is $2.00. I know the movement from Georgian Bay to Copper 

Cliff, the maximum there is $1.00. 


4 That not being a very great distance? 
@ A short haul. 
& May I draw your attention to our page 12 where we refcr to 


an oxample in the movement of coal from Montreal to Hamilton, 
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an example already brought before the Commission by Pro- 
fessor R. W. angus. we feel that in that caso the subvention 
was cxecssive. My impression from your description~-rcalizc 
that I am now. talking without figures in front of mc=~of the 
Shipment to Copper Cliff is that it is in about the same 
class as this shipment to Hamilton with respoct to the all- 
rail movement. With respect to the water movemcnt it woulda 
appcar to be less expensive, but the lumping of these things 
in averages tcnds to conceal the fact some of it may be 
cxeccding the cost. If you ship 50,000 tons at the cost of 
4.00 and 50,000 at the cost of $1.00 you are going to have 
an average of $2.50, but there is an outlay there which might 
be sheared off at grcat advantage to the Dominion TYGAsuLry. 


There is a point at which these things begin to mount very 


rapidly. It would appcar that the more costly shipments to 


Copper Cliff are in that class and we would regard that as 


“distinctly on the costly side. 


BY COMMISSION#R MecLaURIN: Then your position is not opposed to 


subventions but just the degrec of them? Now the present 
degree is $2.00. If you don't like that, how much lesg do 
you want? JI mean the orders-in-council say, "We will give 
you assistance up to $2.00," and it is there to be taken 
benefit of by the industry. «sll they have to do is show the 
difference in laid-down cost of american coal is $1.92 and 
establish that fact to the Dominion Fuel Board, so that the 
present government position is that up to $2.00 will be given. 
I would like to be quite suré I am not talking about one 
provision that provides for a 30% reduction in freight rates. 
That is locomotive coal, and even that aid has a maximun, 

and the cxisting one now in force is $2.00. Is it too much 
Or isn't 1t? 

if I may try to formulate our position, our feeling is a good 


dcal can be done for the Nova Scotia coal industry within ea 
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relatively small distance from the mincs within tho Maritino 
Provinecs and to head of occan navigation in the St. Lawrenec. 
% That is nothing more than an argument that they should help 
thomsclves, and I don't sce how anybody can quarrel with “Eo, 
but here we have, right at this: moment, a government policy 


of subventions of $2.00 a tot. Now are you in favour of 


Ky 
H. 
os 


or aren't you? Is your opposition to subventions, or is it 
an Opposition to the degree of subvontions? 


& It is an opposition to the degrce cf subventions. 


2: 
5 


@® all right. The present degree is $2.00. Of what figure 


& I wouldn't want to undortake to draw the line without having 
had an opportunity to cxamine the whole market gituation. 
[ recognize 1% is difficult to do. I wouldn's undertare to 
cut through that Gordion knot. 

bY MR. FRAWLEY: I woncor if I might add this. If you had the 
infornation that I have relative to the cost of the movement 
Of International Nickel coal in 1939, excluding the lost 
duty and. cxcisc tax, with the pertinent orders-in-council 
under which the varying subventions were granted, you might 
perhaps like to submit a memorandum? 

BY THe CHaTRMaN: The International Nickel picture covers a 
vory, very small portion of subventions. 

BY BY COMM JMMISSLONSR MeLwURIN: If I were a gentleman sclling Ameori-~ 
can coal I would say, “I don't want that subvention,"™ [I 


~ 


don't know where I stand, but I certainly know where I would 


stand if I were Mr. MacGregor, reoprescnting the intercsts he 


’ 


Rg MR. I FRAWLEY: He was not able to answer Mr. Justicc McLaurin 


a * 


as to whether he would like it off, and I rather thought he 


would be able to say that if hc had a further chance to study 
the ordcrs-inecouncil and the movement. 
BY THE CHuIRM.N: There is one thing in talking about the sube 


ventions that carried coal into Noranda, was it? 
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BY MR. FRaWLEY: Intcrnational Nickel. 


BY THE CHaliMuN: It did morc than supply a markct. It showcd 


the big uscrs of coal in Ontario that so far as quality is 
concerned for their particular necds that it was on a par 

with amcrican importations, because it competed therc on the 
ame level, given an opportunity to get in there on tho gsanc 
level that our good friends across the border were, and that 
is one of the great things that that importation, if you 

want to call it, of Nova Scotia coal into International Nickel 


did. 


PROFESSOR MacGREGOR: You would regard it as in part advertising 


cxpense involved? 


BY THe CHulRM.N: Oh no, not advertising at all, but the paple 


of Ontario always said that if they could get the same quality 
of coal for certain purposes thcy would be very glad to take 
Nova Scotia coal, you see, and this was--you could call it 
advertising, if you will. I suppose you people do a little 
advertising too. You are doing it right before this Com- 
missione 

We are trying to be brief, sir. ; 
Oh, I am not complaining, and I am not complaining about your 
attitudes about these things at all. You sec, subventions 
have done moro than allowed the mines Hast and West to sup- 
ply more coal. Thcy have brought it firmly to the atten- 
tion of people who use certain qualities that so far as 
qaulity is concerned they are well satisfied, something I 


am afraid your people, in the years gone by especially, often 


tricd to offset. 


BY MR. FRAWLEY: On page 15 you suggest that "some more permanent 


and less costly solution can be found" to the problem of 
Spending money on subventions. Now have you got an cxpansion 
of that remark? 

cold 45 so, sir, if you would. caro toa. I don't-say 1 cen 


offer any daring novelties. I have a statement here which I 
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Us HeaCGrse sor 
can read into the record, 

Yes, please do. 

PROFESSOR MacGREGOR proceeds to read statement: 

"We do not profess to have found any new solution for 
Nova Scotia's ccal problem, but fool that important contri- 
butions to its sclution have been offercd in recent dis- 
cussion. We would draw your attention especially to the 
following: - 

"1. Certain large boiler installations within or on 
the fringes of Nova Scotia's natural market have not yet 
been adapted to the use of Maritime coal. This is recog- 
nized by the Dominion Stcel and Coal Company whose bricf 
before your Commission (at poge ell, Volume Iii) mentioned 
thirteen plants in the province:.of Quebec, consuming 415,000 
tons a year, in which suitable Gquipment has not yet been 
installed. . recent Nova Scotia inquiry refers to the 
same situation, but suggests a lower figure of seven or 
cight plants consuming about 250,000 tons a year (Dawson 
Report, VI, paragraph 76)." 


fo this I think I might ada improved burning equipment 


and more approrpiate quality. I understand Bras d'or is naking 


briquettes. 


BY 


ae 


Q 


THE CHalkiN: They oil their coal. 


i heard the statcment made in conversation yesterday that 
they made some briquettes. 

They have a little place there for investigating these 
things; I don't think commercially. 

PROFESSOR MacGREGOR continues: 

"2. «nother part of the natural market for Nova Scotia 
coal is the household or domestic consumer who has up tdll 
now used wood. On many farms and in all remote places 

2 


: — bi = ae ee 25] a : 1 a O08 d 2, 
wood is probably a more economical fucl than coal, but 
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Sood proportion of those using wood ior hee Gln ’ 


: nashohly + Ow Ghe cndency 
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clsewhere in North american and turn to coal if improved 
burning equipment and marketing arrangemcnts were provided, 
If one-quarter of those who now burn wood could be induced 
to burn coal, they would provide a markot for some 500,000 
tons of coal and coke. To this end the use of briqucttes 
Wiade from slack coal would merit investigation," 

We do not maintain that this domestic market Gan be 
built up over night. It would be idle to Suggest it could be 
built up between now and a year henec. It is somcthing that 
would take some timc to develop and there may be a period when 
the advantages that would accrues fron this would not be onjoyced 
in Nova Scotia, and it may be said that other Mining companics 
elsewhoro have pursucd a fairly long-run policy in an effort to 
push their preduct. 

BY THe CHAIRMAN: It may interest you to know that this 
Commission intends to sce what can bo done to make thoge com» 
panics assist themselves in various mateors, if they are pursu-= 
ing the wrong course at the present timo, 

PROFESSOR MACGREGOR: This is something that occurs to ne 
personally. I do wonder how far the production of hardwood for 
fucl does restrict the production of hardwood for lumber. My 
Own knowlcdge is limitcd to a restricted arca and I do know 
that the tendency is to cut the hardwood quite small and use it 
for fucl, whercas if it wore not cut it would grow to a mer~ 
Chantable size for mills. There is an aspect there that the 
Dominion Forestry Scrvice might have an opinion upon. It may 
be that the use of coal might fit in with a forest conservation 
progranne, 

BY MR. FRaWLEY: It all comes down to a question of tonnage, 
Have you estimated how much coal is being displaced by wood? 

& Mr. MacLanders spoke of 2,000,000 tons as the equivalent of 
the total amount of wood used. We don't think it is ever 


possible to displace wood wholly in farming areas; it would 
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be uncconomic. We suggest as a guess 500,000 tons, or a 
quarter of that amount. <A caroful estimatc would involve 
Cxanination of the census figures by towns, cities and yil- 
lages over the whole area. It is now possible to get that 
information and I suppose a couple of statistical workers 


could produce a fairly careful estimate, first of all of thc 


Qs 


total arca where coal might displace woo 


e a EY ° 


BY COMMISSTONER McLAURIN: Yes, but the area of which you are 


Speaking is to a very large extens the area to which Domin-= 


, 


ion Coal gets access by virtue of tarifxs and subventions, 
I think that is true, sir, but the burning of bituminous coal 
in the older style of burning cguipment is not as easy as 
the burning of wood. We have voeason to belicve that there 
are new styles of burning cquipment, and the Chairman sug- 


gested that an improved production of coke would assist the 


matter, 


BY COMMISSIONER McLsuRIN: Frankly I don't sce why you should 


at 


di 


be too disturbed with all the infirmities of Dosco. I+ 

scems to me that you were suggesting that while they were 
struggling their subventions and duty should be cut off. 
Surely you can't run your own business and run Dogscots, too, 

I don't think we want to take a black and whitc position of 
that kind. It is true there is a ble ck and white theoretical 
controversy between free trade and protection, but in the 
real world these blacks shade off into greys. I think that 

is the point I was trying to make yesterday in the discussion, 
We think that the black and white distinction docs not lead 

to the discovery of a practicable solution. 

48 far as this duty is concerned you just want it to be srey 
now, or black and white? Do you say you want it off? 

On the duty we have been, let us say, white, sir. 

But with subventions you don't know, you may be just greyish? 


You may be ready to see some of them, but you dontt know how 


much? 
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4 I think wo have given rcasons in the discussion of oil on 
the mattor of duty. 

BY THE CHaTRMAN: It is going to be pretty hard on the people 
who pay income tax if all the duty is taken off coal. (Coal 
is one import the duty on which goes directly to the treasury 
of this country. 

BY MR. STUART: Do you regard that as a fiscal tax or a protection? 

BY THe CHAIRMAN: Up till 1931 it was regarded as absolutely a 
fiscal measure, 

PROFESSOR MacGRHGOR: Would that be so, sir, in the years imme- 
diately after the introduction of the National Policy? 

BY THE CHAIRMAN: Yes sir. Not. immediately after. 

BY COMMISSIONER McLAURIN: Well, it all depends, whether Sir 
John A. Macdonald was talking protection or Sir Wilfrid 
Laurier was talking tariffs for remedy. 

BY THE CHuiRMAN: You see tariffs that are imposed on the menu- 
factured goods in Ontario or any other part of Camda dontt 
help the treasury of this country very much. Coal is one of 
the fow things on which the duty goes directly to the 
treasury. 

PROFESSOR MacGREGOR: On your question with regard to the in- 
come tax, sir, we soe guite a little of the consumers of 
coal and wo arc aware that a tax on coal is a tax on produc- 
tion that strikes very ur venly as between one industry and 
another. Thore are some that consume a large amount of coal, 
more especially certain export industries, and the tax on 
their coal may be enough to wipe out a substantial amount 
of their carnings. 

BY COMMISSIONER McL.URIN: Do you say that the treasury loss 
would be rcocovered by income tax through the consequent ¢x- 
pansion? 

4 That is 2 possibility, sir, which we will hope for. There 


would bo »A movement in that direction. If I might make one 
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further observation with respect to the tax on coal. I have 
Said it is a tax which strikcs very unevenly as between in- 
dustrics. It also strikes vory uncvenly as between firms 
within a given industry. If there are six firms in an in- 
dustry, three of which are Making profits and threc have 
losses, and each of which uses tho same emount of coal, the 
profitable firm pays the same amount of tax as the firm 


losing monoy, tho tax in that rogard bearing no elation === 


BY COMMISSIONGR McLAURIN: They are all even though; they are 


all starting out on tho samc basis. I would have thought 
you. would run into this situation: you would Wve one indus-~ 
try thet has a location to use hydro advantages or oil and 
another that is obliged to usc coal; I can see some unfair~ 
ness thore; but you have six of them using coal, three of 
them teking a loss. Your attitude should be what your atti- 


tude is to Dosco. 


BY THE CHulRMaN: While this is a Coal Commission I want to 


Say it is in my opinion primarily for the people who dig 
coal in this country that we should have such a policy. I 
have been brought up among the miners of Nova Scotia, and 
today if their production were lowored by the fact that sub~ 
ventions wore taken off or duty was taken off, if it would 
lower the markets, which it would, if their markets were 
lowcred to the cxtent the. you are suggesting, half the coal 
miners in the provinee of Nova Scotia would be on the streets 
starving, with their families, and so far as I am concerned 
those are the pcople that I am more interested in--not only 
in the miners of Nova Scotia but in the miners evory place, 
and the workmen. Those are the people that I am primarily 
interested in. ind consumcrs of coal--of course they are 
the people who are erying for lower tariffs, which will 
necessarily bring down the output of those mires, that is 


Something that they should consider. 
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PROFESSOR MacGREGOR: I think we realize the weight of what 
you said, sir, but we would take the opportunity of observing 
that if a very large amount of duty were given to Nove Sco-= 
tia-it might have the effect Simply of transferring unemploy- 

ment and distress from Cape Breton to the pulp and paper 


towns of Ontario. 


(Page 4789 follows) 
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BY_ THE CHAIRMAN - The people of Ontario are getting along 
very well, and loaving the thing in status quo is not going to 
injure them in any way. 

4. I was not referring to the status quo, but rather to a mich 
greater amount cf assistance by way of protection. 

Q. Suppose the coal in Nova Seotia is cut in half next year, and 
Sli Of the Wooten Provinces, it means that all of the people 
elployed thero would not bo able to mako a living at tho industry 
where they wore taught to make a Living. 

4, I think we have remarked on page 12 "in certain cases of 
chergency, such as an acute unemployment crisis, or in the 
foreign exchange situation of 1940-41", 

oer not talking of onergencies. You are trying to create 

an energency so far as the ninors of this country are concerned 
and those dependent on then for a livelihood. You will create 

an emergency if we cut out subventions and lower the production 
east and west, and as far as coal is concerned there has always 
been an emergency in this country. In any country unable to 
Supply its own demands for coal there is always an emergency, as 
in anything else where thero is lack of Supplies. 

4. That is a position with which we don't agree, Sir. 

Q@. What made the emergency in Canada on the coal problen 

during the war? Shortage of supplies? 

4, I think the most difficult situation was found perhaps in 

the Province of Quebec. 

Q. I am not talking about any part. Was it an emergency in 

the Province of Quebec that they were not able to get sufficient 
coal supplies? 

A, It was, very definitely. And it was necessary to rely on the 
fields to the south of the Lakes in order to tide over tha 
energency. There are several more points in this supplenentary 
Statenent which I can read into the record. These are not as 


important, they have to sone extent boen mentioned already, and 


I might read them very quickly. 
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Concentration of mining operations in the lower cost 
fields would permanently remove sone 100,000 tons of what 
is virtually distress coal from the market, thereby easing 
the marketing problen of the better nines. We recognize 
that there are grave difficulties in clcsing down extra- 
narginal mines when no alternativo source of employnent is 
available in the sane neighborhood, but suggest that opera- 
tions which employ only three or four hundred people (I mean 
direct caployees) in a province which employs over ten 
thousand in coal mining alone, do not present a problem too 
great for solution by govornnent. Elsewhere in Canada, very 
considerablo shifts of population have taken place at one 
tine or anothor away from depressed areas and industrics, 
as those who are familiar with the oconomic history of 
British Columbia, Alberta, Saskatchewan, Ontario and YJuebec 
know full well. 
Greater use of electricity, especially in rural areas of 
Nova Scotia offers another outlet for Nova Scotian coal. 
This would at the same tine help to bring the advantages of 
modern household equipment to a larger part of the consuning 
public in the Maritime Provinces, and perhaps improve the 
chance of securing new industries. The lack of an abundant 
and moderately priced supply of electricity is a serious 
obstacle to the establishment of medium-sized factories in 
snall cities anda towns. 
Nova Scotia coal used to find a market in New England but 
can no longer compete despite free entry under the Cire 
custons tariff. We feol that the amount of subsidy required 
to reach a portion of this market deserves dtudy, as an 
international agreenent might be possible in which Nova 
Seotia coal could reach its nearby, all-year-round coastal 
market in return for tariff coneessions on United States 


coal into central Canada. We rocognize that this would 
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result in some loss to United States bituminous mines catoring 
to.the Atlantic seaboard and do not wish to minimize the 
difficultios of such an arrangenent. We feel, however, that 

it might ultimately provide a more economical solution that that 
now proposed in Nova Scotia. 

6. We wish once more to emphasize the constructive proposals 
in the Dawson Report for Nova Scotia, part VI, Chapter 12, pages 
46-51. 

BY MR. McGREGOR - There is one thing I would like to add, 

that rural eloctrification for Nova »cotia would make it 
considerably more attractive to tourists. 

BY THE CHATRMaN - We are not interested in tourists so far as 
rural electrification of Nova Scotia is concerned. We ara 
interested in the poor poople that live there. 

BY COMMISSIONER McLaURIN - «Are you suggesting an export subsidy? 
4. We state that "an intemational agreonent night be possible 
in which Nova Scotia could reach its nearby, all-year-round 
coastal market in return for tariff concessions on United 
States coal into central Canada." 

BY THE CHAIRMAN - Just there. From 1897 down several years 
Nova Seotia coal had a tremendous market in New Imgland, brought 
about no doubt by the influence of those who organized the gas and 
coke conpanies there in those years. And when the railways of 
the United States finally began waking up to the fact that they 
Wore not getting ticim prope’: share of this, trade tor their 
mines, they went to the government of the United states, and 
forthwith there was a tariff clapped on Canadian coals going 
into that market. That is how it was taken away from us. 

ih, We believe there is now free entry there. 

Q. Yos, but thoy built docks with the assistance of sone of the 
yg connanics and usors of coal there, which have all gone. 

A. Would it be tre that the problen of re-entry is not unlike 
the problen of ontering the Ontario market in the matter of 


adapting equipment for now trade* 
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1. 1 am not talkine of the equipment for burning coal. 

BY COMMISSTONER McLaURIN - Aire you suggesting that we subsidize 
exports to New England? 

oe les, 

Q. 4re you serious about that? 

+, We think it possible that tho Unitcd Statcs night be willing 
to accept such an arrangonont if it had the assurance of the 
central Canadian market. 

Q In this day when we aro trying to do the reverse and in 
which every country is concerned with the impact of goods. Do 
you think it is consistent with your positicn that we want this 
duty off of American coal? I e¢qild tell you that the State 
Dopartnent of the United States at one time whon the Ordor-in- 
Council went through for the subvention going te 2.50, it 
became a Serious matter of oxchamge between the American State 
Departnent and the Department of Extornal Affairs, and Canada 


in the interests of the United States kept it down to $2.00 


4, That is what I had in mind when I made the reference to 
Ontario Pulp & Paper, earlier. 

Qe Frankly, when you hint that we start using subsidies to 
invade the United States is against the principle of wanting 
this wiped out. I can understand that we night want duties and 
subventions off and everyone to struggle, and knowing the 
importance of American coal ! can understand why you take that 
position and say "if Dosco goes broke, it goes broke". 

A, I was wondering if I might ropeat the sentence which I read 
vi eeeGn international agreement might be possible in which Nova 
Scotia coal could reach its nearby, all-year-round coastal 
market in return for tariff concessions on United States coal 
into central Canada." That is what wo have in mind. 

Q. How will you work that out? You are dealing with gentlemen 
who are your clients, sone of whom have the closest connections 


with people who are producers of smerican coal in the same area, 
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~4793~ iy Os McGregor | 
What they are here today for is to fight for a suitable 
Opporty ,ity to invade the central Canadian market, and you are 
Suggesting a solution that will chase them out of another market. 
4. In view of what the Chairman said a short time ago, it is 
possible that this would not be necessary if the Dominion Steel 
& Coal were able to put up the capital for docking facilities. 
Q@. You have a man-day production in Nova Scotia of 14 tons, 
and in the Anerican ficlds of 7 tons. They have difficulty 
in getting into Ontario, and in Nova Scotia... 


BY THE CHATRMiN  - To replace that market the Dominion Coal 


Company, and other companies in Nova Scotia, started on the markot 
in Montreal, to take the place of the Now England market. I think 
it looks rather selfish for you to say that now they should be 

at the mercy of someone elso and made to expend money, and thoy 
could not get into the New England market now anyway. 

BY MR. FRAWLEY  - The americans are too mich entrenched therc. 


a eee 


BY COMMISSIONER McLAURIN = If they can got in, let then go, 
but you are here trying to destroy an artificial means and put 
B barrier against the coal going into Ontario. 

BY MR. MacGREGOR  - There is one more paragraph that I road. 
lhe latter suggestions we regard as minor, but cur feeling is 
that every avenue ayone to be explored, and I appreciate the 
comments you have had to offer on this matter. These things 
are beyond the fringe of our imnediato knowledge. We do not 
presune to instruct the Gove:nment in regard to policy. 

BY THE CH\ATRMAN - One thing you need not think about is that 
it is possible for coal, east or west, to get an exnory aarket, 
especially the coal cast. 

BY COMMISSIONER McLaURIN  - Unless they get cheaper coal? 

BY THE CHAIRMAN - It is impossible under conditions to get as 


4 


Late 


2) 


Chean' a coal in Nova Scotia as you can get in the United 5 
BY MR. FRAWLEY - One mor thing. On page 7 you speak about 


he depression and you seem to lay the depression in the coal 


industry to the appearance of newly discovered sources of energy 
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and the nore oconomical methods of using coal. Don't you think 

that the coal trade, liko all trades in those depression years, 
suffered from general world conditions, rather than those two 
particular things you itemized on page 7? 

4, That is compotition from other forns of energy? 

Q. «and the more ccononical mothod of uSing coal. But was not 

the depression in the coal trade part of the world wide depression? 
i, That is true, Sir, and it is difficult to give exact quantities 
to these things. Competition by hydro-electric is something that 

is coming on gradually. 

BY DR. HOWLAND - The overwhelming fact was at that tine luring thc 
depression, the level of production in national incone throughout 
this country and throughout the world. 

BY THe CHATRMAN = I want to thank you gentlemen, for at least 

your very frank statement. 

BY WR. STUART ~ We wish to thank you for your very pationt 
hearing of our brief. 

BY COMMISSIONER McLsURIN - Somoone fron Ontario says we want 
duties and subventions off and everyone to stand on their own 
feet; and Central Canada to remove their tariffs, and Nova Scottia 
to struggle; anc speaking for these ranufacturing industries, we 
want them to take it on the chin as well as anyone else. That 
Seems to be the only position to take, and nobody yet has cone 
forward to state that, although we have been going for almost a 


year now. 


DONALD G. MUNROE - EXD. BY MR? FRAWLEY 
Company? 

fe + OS Six. 

be 4nd you manufacture some coke in Montreal? 

See enat is right. 

te «And you aro here to present a brief on behalf of that company? 
mie LOS. 


BXHIBIT No. 232 - Briof subnittec by Montreal 
of Coke and Manufacturing Company. 
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S. ~4795 = Donald G. Munroo 
BY MR. MUNROZ = I may say in the first place to start with 
that this brief is brief. It deals with only one phase of our 
business, and that is the coal business, which I presume is what 
interests you. If there is anything else you want to know, [I 
will try to furnish the information. 

Montreal Coke & Manufacturing Company was formed in 
April 1927 to own and operate a by-product coke plant at Ville 
LaSalle, P.Q., just west of the City Line of Montreal. 

The share capital of this company was supplied in equal 
anounts by Montreal Light, Heat & Power Consolidated and By-Product 
Coke Company of Canada Limited (a wholly owned subsidiary of 
Koppors Company of Rittsburg, Pa.). 

Montreal Coke & Manufacturing Company commenced 
Operations on the 15th of June, 1928. Its plant consisted of 
59 Becker-type Koppers Ovens and all the auxiliary equipment 
necessary for handling raw materials, gas, coke and the resultant 
by-products. 

The Company undertook to supply Montreal Light, Heat & 
Power Consolidated with its entire requirements of gas used in 
the City and District of Montreal for domestic and industrial 
purposes for a period of twenty ycars beginning on its first day 
of operation. 

The coke produced was to be marketed as domestic 
household fuel and for industrial purposes in the territory 
geographically accessible to it. 

The plant was designed for a coal through-put of 1,250 
tons per day, or about 457,000 tons per year. This nominal 
capacity was, however, largely exceeded and at the present time is 
about 565,000 tons per year. 

During the whole period from commencement of opvura-~ 
tions until the end of 1944 a total of 8,105,000 tons of coal 


was processed, resulting in the production of about 4,900,000 tons 
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of coke for sale. Most of this production had to be marketed as 
domestic fuel in one of the most highly competitive markets in the 
world, one which, prior to 1925, had been dominated by American 
manthracitc, but which subsoquontly became accessible to Wolsh and 
Scotch anthracite in large amounts as well as to anthracite and 
somi-anthracite from on Belgium, Holland and, in later yoars, 
to anthracite from Russia, Indo-China and Morocco. In addition, 
there were importations »2f coke from time to time fron the Unite 
States, Great Britain, Germany and Poland. 

TInasrmch as the consumption of solid fuel cannot be 
Stimulated beyoné the point whore all the population has enough to 
Keop warm, it might be said that the total tonnage of solid fuel 
used (disregarding any displacement by fuel oil) may be considered 
fixed, increasing only with growth in the population. Consequently, 
as each new competing fucl arrived in the Montreal market, it 
could be sold only at the oxpense of its predecessors already 
established for a longer or shorter timc.. It igs not, then, very 
Surprising that the principal appeal of a new fuel mist lic in its 
cheapness or in a better quality than that of those fucls which 
it mst displace in order to be sold. 

The product of Montreal Coke & Manifacturing Company = 
which is known by the trade name of "LaSalle Coke" - when it was 
first produced contained about 10% ash. At thet time Amorican 
anthracite comc:only sold contained perhaps an average of 13% 
while Welsh coal, which had already gained a firn foothold, might 
‘have averaged less than 6%, 

LaSalle coke was first offered to the public at $13.00 
per ton (that of Somes oe the retail price) at a time when the 
erice of Rae teed stove coal was $15.75 and Welsh Cobbles $16.25. 
Notwithstanding this differential in price, whether on account of 
quality or improper sales method, or a combination of the two, 
LaSalle Coke did not find a ready acceptance and, notwithstanding 
most vigorous sales campaigns, in November 1930 - less than thirty 


° 


months after production first began - Montreal Coke & Manufacturing 
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De ~4797 — D. G. Munroa_ 
Company found itself in the position of having produced 180,000 
tons more coko than it had been able to sell, i.e., it had lying 
on the ground coke to the value of over one and a quarter million 
dollars - or about 28% of all the saloable coke it had produc ed 
since the beginning of operations, a truly serious position. 
Obviously, this could not cmtinue indefinitely. It was decided 
that the price was low enough tut that every effort mist be 

made to Tae the quality, which, of course necessitated using 
better grades of coal. 

In 1931, the ash content of the coke had dropped to 
a little loss than 8.5% and the anount of coke in stock had 
decreased 25,000 tons. In 1932, the ash content of the coke 
had decreased to 7.5% and the coke stock had decreased a further 
25,000 tons. However, on account of the serious econonic 
conditions prevailing, it was not felt that the reduction had 
gone far enough so, during the year 1933, the rate of operation 
of the coke plant was reduced about one-third; at the end of 
that year, the coke stock being 48,000 tons. 

The winter of 1933-34 was a particularly severe one so 
that the spring of 1934 saw the coke stock cleaned out. 

The ash content of a fuel is not the only measure 
of its worth, it is true, but it is one of the main qualitics 
Which differentiates one fuel from another. The management of 
this Company was so thoroughly impressed by the first five yoars 
of difficulty and anxiety that it came to the firm conclusion, 
which romains unshaken today, that to mintain a good position 
in a highly competitive market the quality of a produce can 
never be too good, 

When this Company was established we held the view, 
which we have since modified somewhat, that our coke should 
resenble American anthracite, the dominant fuel in this market, 
in its burning characteristics so that there would be no difficulty 
in burning coke in equipment designed for American anthracite. 


We thought, also, that the ash in the coke should be mich lower 
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than that in Anorican anthracite and that the ash should not 
Clinkcr when the coke was burned in a donostic furnace, even whon 
very Severe weather conditions required forcing the heating 
equipnent to its utmost capacity. 

There is no coal in Nova Scotia which can alone produce 
a coke of this nature. Howevor, wo realized from the very 
beginning the desirability and the obligation of using at least 
sone Maritine coal if possible and from the beginning of the 
project ondeavored to work with the British Enpire Steel Corporation 
to this end. In 1926, prior to the emstruction of our plant. 
wo arranged to havo tosts mado on coal sclected by it (that is the 
British Empire Steel Corporation) to gee what, if any, quantity 
could be used in mixtures with othor coals to produce coke we felt 
could be sold in the Montreal rarket. The results of the 
extensive tests were not good and we reluctantly came to the 
conclusion that it would be inpossible to use any considerable 
amount of coals of this quality. 

None of better quality were offered us and, conse- 
quently, we started our operations with 100% American coal and 
even then encountered the difficulties we have referred to above. 

The officials of the British Enpire Steel Corporat ion 
always took the view that it was not necessary for us to have 
the quality of coals we believed we necded and made no offort 
to provide then. However, when this company was succeeded by 
Dominion Steel & Coal Corporation Limited, the latter took the 
position that we were conpetent to judge the quality of coals 
we required and made every effort to try to give them to us. 

With their co-operation and the assistance of the 
Federal Government, further and largor scalo tests with a better 
quality of coal wore made in the summer of 1930 in our own plant. 
These results were observed and checked not only by our own experts 
and those of the Dominion Steel & Coal Corporation Limited but 
also*by representatives of the Mines Branch of the Departnent of 


Mines at Ottawa. These (the results) were better than those of 
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dS, ~4799— D. G. Munroe 
1926 but indicated that such coals as were tested could only 
be used in limited quantities. Moreover, the coal tested caught 
fire under our storage conditions after only a few weeks, which 
would have made it impossible to use except during the summer 
months because our entire ccal supply is roccived during the 
season of navigation and some of it mst renain in storage 
undamaged for as mich as five or six months. 

Notwithstanding these unsatisfactory results, this 
Company continued to try to find some way that would permit the 
purchase of at least a substantial part of its coal requirenents 
in Nova Scotia. It co-operated actively in the offorts of the 
Dominion Coal Company, aided by the Technical Staff of the 
Doninion Fuel Board, to find a satisfactory solution to the 
problems of quality and storage. Unless this could be done, 
mo price, no matter how low, would be attractive. These experi- 
ments were oventually successful. By special methods, the Dominion 
Coal Company was able to prepare from their Princess and Waterford 
No. 12 Mines, coal of such a quality that at least 35%, or about 
175,000 tons a year, could be used with mixtures of other coals 
to produce the desired quality of house heating coke. The storage 
of this prepared coal was also satisfactory. However, its cost 
of production was so high as compared with competing cvals that 
the Dominion Government on April 26th, 1933, enacted Order-in- 
Council P.C. 944, which provided for the payment to coal operators 
of tho differenee in anount por net ton between the laid-lown 
cost of this coal to the coko oven operator or gas manufacturer 
and the laid-down cost at the same place of imported fuel which 
would otherwise be used up to a maximum of One Dollar ($1.00) per 
ton. 
BY THE CHAIRMAN - I just don't get that. That is that if there 
was a difference in the laid-down cost of $1.00 per ton.. 
BY COMMISSIONER McLAURIN  - That is the subvention. 
BY THE CHAIRMAN - Was thore a difference of ¥1.00 per ton 


between the laid-down cost of Amorican coal and Nova Scotia coal? 
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— -4800- D. G. Munroe 
os 2het is Tight, Sir; The Coal Company, I believe, had to 


submit evidence of their costs to the Doninion Fuel Board. who 


’ 
determined whether it would bo the full dollar or something loss. 
Q. You get your coal all by water apparently? 

4, Yes, which means it mst come between the lst of May and the 
ist of December, substantially. I havo that Order-in-Council 
right here that I have referred to. 

BY MR. PRAWLEY - We have that, Sir. 

MR. MUNRO® continucs brief. 

At this time Tariff Item 1049 effective March 25, 1925, 
was in effect. This provided for a drawback of 99% of the duty 
paid on imported coal converted into coke in a by-product recovery 
coke oven plant. 

BY MR. MUNROE = That of course was before our establishment, 
but its object was to encourage by-product coke plants, no matter 
where the coal cane Epon, 

MR. MUNROE continues brief. 

So long as this 99% drawback remained in effect on 
the imported coAL NECESSARY TO MIX WITH THE Nova Scotia coal, the 
average cost of coal at Montreal, although higher, could be 
borne by Montreal Coke & Manufacturing Company. 

If the drawback wero reduced to 50%, as provided in 
the Tariff Act of 1934, this would no longer be possible as the 
Coke Company could not stand the extra expense and the Nova Scotia 
coal producers could not sell at a lower price. The Governnent 
in power at the time did not understand this when the change was 
made in Item 1049 but, when it realized the ccnsequence, it 
enacted Order-in-Council P.C. 2073 on August 31, 1934, retroactive 
to April 18, 1934, which restored the 99% drawback for by-product 
coke producers who used 359 of Canadian coal in making coke. 

It is to be remarked very carefully that the sole object of this 
Special treatment was to increase the use of Canadian coal for 


coke-making by compensation in part for the remaining extra cost 


of production. 
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Do. -4801- D. G. Munrog_ 
In the 1935 Tariff Act, this Order-in-Council was 
replaced by Item 1049(b) which provides for the sane drawback, 
excopt that to obtain it tho coke mist be sold for use as fuel 
in othor than a coke or gas plant. 
The following table shows the total quantity of coal 
received and the quantity of Nova Scotia ccal recoived in gach 


year fron 1931 to the prosent: 


Nova Scotia Coal Received 


ee ee 


1931 383,768 Tons 37,358 Tons 
1932 395.551 =" 149/452 «1 
1933 B25 699°." aya, 
1934 530,468" 188°249 =" 
1935 509.282 =" 175.669 
1936 489,083 " 163,427" 
1937 532.274 2 171°490 " 
1938 504.682. " 17l.e22 4" 
1939 S27 669. 162698. 
1940 513.337 ~#2" 177.524 1" 
1941 540.169" 146.5650 
1942 577,382" 30,952. 
1943 559/442 #2" None 
1944 DOI Ol ae None 


BY MR. MONROE - I would liko to remark on those figures a 
little bit... You will notice first a substantial anount was in 
ROO. That was at the tine of a trial. It worked so well 
that in 1932 it went on on a big scalo. In 1933 the big quantity 
was caused by a reduction in the whole plant operation, not by 
reduction in the relative anount. From thon on to 1945 we used 

as mech as wo could get hold of, 

BY COMMISSIONER McLAURIN -~ Did you use 149,452 tons in 1932 with- 
out any adi at all? That was under P.C. 944, was it? 

A. that aid went to the operators. 

4. They mst have given you a price? 

i, They gave us a price, but F don't know whether thoy did that 
business at a loss or not. 

2. What you paid for the coal in 1932, you had the same price in 
1933 and 1934? 
&. Iassume so. It was a straight cornmercial transaction. 


i appreciate that tho aid goes to the operator. But now the 
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os -4802- D. G. Munroe 
tariff situation with respcet to drawback is oxactly the sane 
today as it was in 1925? 
ee uO, 
%. Except as to the excoption of not boeing used in.a coke or Bas 
plant? 
4, No, the drawback was only 50% for those who ddn't usc 35% 
Canadian coal; 99% for those who do; thoy got Spccial treatnent. 
50% for those who don't. 
‘%e Aro you using 35% Canadian coal? 
4. at the moment, no, bocause wo can't get it.. We did right 
up until the coal supply fooled us. 
Q. What about Hamilton? I an thinking of other by-product coke 
plants. Hanilton would be on the 50% drawback? 
4. That is right. That was a by-produce plant for which this 
criginal Iter 1049 providing 99% was Specially made, because 
Ontario in that acute fuel area was suffering, and those who 
built the plant said we will build one if wo can havo free coal, 
or substantially free, which cane fron nearby -merican fields. 
% «and now they only have 506? 
a. es. 
BY THe CHATRMsN - That drawback is rathor an unfair conpetition 
with .-morican anthracite, is it not? 
+. I would not like to answer that The practical. offset of 46, 
and the only reason it still remains, was to encourage use of 
Nova Seotia exal, and you can-sec for yourself that it dia very well 
because in that period I wuld say there were protty noarly 
two million tons usod that would not have boon uscd othorwiso, 
BY COMMISSIONER MoLsURIN  - Wat aro the defects in the Nova 
Scotia coal? 
4, Woll if I can finish reading my brief first, we can then talk 
about that. 
MR. MUNROE continues hbricf. 

We were so well satisfied with this arrangement and 
with its permanence that in 1937, Keystone Transports Limited, in 


Which this Company has a 49% interest, and to which we are unda; 
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3. -4803-~- D. G. Munro 
contract for tho haulage of all our coal, bought six additional 
vessels with tho prinary object of being able to take care of 
our Nova Scotia purchases. 

BY MR. MUNROE = We had then 7 vessels, which was onough to 
bring our coal from Lake Ontario to Lake Erie, and of course 
the trip to Nova Scotia is a good deal longer, and we had an 
opportunity to buy those vessels, and we did it for that reason. 
MR. MUNROE continues brief 

It will be noted from tho above table that in 1941 
wo failed to roceive as mech Nova Scotia coal as in the previous 
yoars because Dominion Coal Company was unable to supply the 
anount we had contracted for. 

In 1942, shipments were started but at a very slow 
and unsatisfactory rate and they finally ceased altogether when 
submarines became active in the Gulf of St. Lawrence, 

BY MR. MUNROE -— We wero having a vessel take as much as 30 
days for a round trip, which of course was out of the question. 
MR. MUNROE continues brief 

They have not yet been resuned although each year 
Since 1942 ne have offered to purchase not less than 175,000 
tons of Nova Scotia coal of the quality previously supplied us. 
#ach year we have been inforned by the Dominion Steel & Coal 
Corporation Limited ee it would be impossible for then to ship 
us any coal. We are, as yet, without information as to whether 
they will be in a position to do so in the near future. 
BY THE CHAIRMiIN - Did they provide snmerican coal for you in 
your work at Montreal, to take the place of what they were to 
supply? 
1. No, we always bought some anyhow, and it was a simple matter 
to buy more; that is, as simple as any coal buying is. 
% You know what I have reference to, that they did make 
arrangenents with American companies? 
4. Yes, I know what you nean. Nothing like that as far as we 


are concemed. 
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MK. MUNROE continues bricf_ 

It mst be added that we do not think that 35% of 
Nova Scotia coal is necessarily all that we could use in making 
domestic coke (and selling it) as in fact, we have actually used 
more than 40% and perhaps could use even more, of the Specified 
quality. We understand, howevor, that the quantities we pur- 
chased in tho yoars 1934 to 1941 were all that were available. 
2Y_MR. MUNROE - I don't give that for an actual Tate publ 
believe that is so. 
MR. MJNROE continuos beret. 

Whether or not there are other minos than Princoss or 
Watorford No. 12 which could produce coal that could be suitably 
prepared for our use we, of course, d> not know of our own 
knowledge but we understand fron the Doninion Stecl & Coal 
Corporation that there are none, 
BY WR. MUNROE - I have here sonething which I would be very 
glad to give you if it would be of any use to you. “Btvis a -pries 
about coal and coke tariffs which I prepared in 19S7 for the 
Tariff Board, and incidentally it is quite a complete discussion 
Of coke. 
% That is as to the quality of coal that you have to have and 
where you have to get it? In other words it answers this 
whole question? 
1. Yes. Tells the whole history. 
4. Probably that is the best way to have it? 
a. os. 
BY THe CHiIRMAN = In the legislation I think. of 1937 regarding 
the assistance to be given to Coke companies on the supposition 
at least, or perhaps more than supposition, that they would have 
to use 70% Canadian coal. 
4, That was known as the Donestic Fuel Act. You will find a 
full discussion of that on page 5 of the book I have just handed 
you. 
The creators of that Act must have had some technical advice 


be 


eee ey a Be cUaa tae 
abe 21 hie Eee y 


e re ee bay : 


ae mre wi 
Ly showy A ie 


4 


Pte 


* 
—~ 


eas 


qe aie te 


i daneks rae oes | 


tent te a 


Patek mes 


ies any det 


. 


Wit on 


: ee ee: Wok Cg kes 


are rc aes, Beit 
band ee fet fe pgs és a ihe cal 
‘. 
UR oes SY ees hee ; daaet oa 
fee 7 et. eel opts 7 rf ae Me ies wikis ¢ ' ed = ay a 
“ais 0 < ay Lae ~ ‘ = + 
© e 


A hei be ogee pe Pepe y aha 
7 bs - ae fig \ 
es ae eens cee bee een a 
hes | , tet, 7 
Re ees ee 
; . BO Tee A *. ® 
\ e ® = 
bt > ha 7 # 
t. * ty sal © * * Vy 
J whe ? ae > © + aie 
: j f * ad ¥ 
Tiere Sao ¢ le mea 
slat eas ee ee ae rey Any 
i 2 a : 
mae 7 
rr 7 ee 
eth! En 4 wile ee 
Y i i ai 
ee ee *Naper caer? 
4 re | 4 25 ss m4 
* egies ~ oie its oe St 
; vas an 7 
2 * “t ‘ a + vias 
an 8 = 7 eat ash <2 rps 


he 
} ign . apex 
: ! Neth ow a a a ee : 
; I zs 


iy We Pra ey ay 
XY Ucar. re ae) sa ra va 
Fi ; 
pre te = 2 2 iS 
4 ne: a p 
Seite ae AN hy ahd Peed : : ies ave 
= ——- Ce 
. te == 
¥ ay " . 
£13 oe me rid sftp i os) a St 
; Ne : Nee br ey 
rn ' LJ 
sats terae fits 13 “pe - et ” 
vd Lista eae a 5 e 
Lopes F! fe te Na, ‘ a ee HAS ore 
H. + , 
. . ay wh £ 
rene a Se! tes xs = 
i 
Se Oe 
eS ee 53) Vie Say 
. 
i os on ee 
. ‘ -F * C a it ; 
ais ‘ ee ra 
: 
te we ee ee ea ee 
; | Se ee ae 
Sr nen b De i fia ch a ee Boar, 
i J . Pay my S , 


=o -4805- D. G. Munros 

Pe tne quality... 

4. No, I can tell you the whole history of that. I don't think 
they had any technical advice. It was answered by the then 
President of the British Empire Steel, Mr. Roy Wolvin, and Mr. 
Stanley Elkin, and a man named Doty who was President of the 
Foundation Company of New York, and thpyfigured if they got aid 
to 5% of the Capital Cost, that they would build the dite and 
sell a lot of coke anyway. How thoy were gOlng.to sell the coke 
is unknown to mo, but they evidently thought they could. 


% I suppose they thought they would take a chance and create a 


44, At any rate when our plant was built that Act was still in 
force. We spent, besides at St. Anne's, considerably over five 
mitlion dollars, so a 5% subsidy on that annually for 20 years 
would have been over ~250, 000 a year, “OT PleOU per Con ore ibis 
coke we were going to produce, and you can be sure we were not 
going to turn that down lightly. ‘We did because we thought it 
was not feasible. 

BY COMMESSTONER McLsURIN  - 4%, 5% for a Municipally ownel plant. 
4, I think you are right. Now it was an awful lot of money and 
we didn't turn it down lightly I assure you. 

BY SHE CHAIRMAN  - Were there three companies in Canada that 
took advantage of that? 

+. Halifax, Quebec, “innipeg and Vancouver. 

Q. They aro all doing well? 

4, I think only Halifax, Webec and Vascouver, and the aid, I 
understand, will run out, and has been discontinued in two out 


of the three, and will run out in the third plant. 


BY COMMISSIONER MceLAURIN -~ In 1946, I think. 
BY THE CHAIRMAN - It will look after the capital expenditure. 


a, that is what it amounted to. If they used less than 50% they 


got nothing. 
BY COMMISSIONER McLAURIN - This Quebec plant can't be using any now? 
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4+. It is only 35,000 tons a year altogether. It is of no 
importance. Halifax is kind of stretching it to call thosa 
things coke ovens that they have there, but thoy have qualificd. 
Kind of a home built affair. 

BY MR. BRAWLEY = You were going to tell us why 100% Canadinn 
coal could not be used in your plant? 

BY COMMISSTONER McLiURIN + He says it is all in this submission 
which he made to the Tariff Board, and it tells us all about 

the qualitias of coke, and why they have to use American coal. 

BY_ MR. MUNROE  - If we had more coal of the quality we were 
furnished, 1 am satisfied we could 60 further, but the coal we 

got was only 3% ash. Whon we nix it with othor coals the waole 
amount of ash is small, so it does not mitter if it clinkers if 
you have a good enough quality of coal to start with. ‘The Russian 
anthracite which many considered to be the finest in tho world 

had a very low fusion point of ash; the ask all molted up into 
Little balls and fell through tho grates. If that had boon 10% ash 
maybe it would have spread all ovor the gratos. There is no 
reason why the Nova Scotia coal cannot be used, but you have to 
know how to do it. 

BY MR. FRAWLEY - You have now a duty of $1.00 a ton on coke fron 
the United states? 

Ba’ YOs. 

y The american Koppers Company are thoir subsidiaries interestod 
in the operation of mines in the United States? 

+. Yes. 

y. “11 bituminous, I believe? 

ie Yos, I night say that that connection is now I think broken, 
or will be, because they have to divest themselves of certain 
Properties on account of the holding incone. 

Q. “hy Jia you find it nore econonical to stay by Keystone transports 
rather than use chartered vessels as Doseo does? 

4+. Keystone existed boforo we did, and was owned by Montreal Light, 


ana they put it up in the first place to insuro their coal suoply. 
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BY COMMISSIONER McLAURIN - Yoy are interosted in making coko, 
not transporting coal? 

ae ae 

BY MR. FRAWLEY - What was tie purpose of this brief in 1937? 
There was a reference nunber? 

4. It arose out of sone complaint by merchants in Windsor that 
they were paying, outrageous prices for coke and a lot of other 
things, among them that Ontario manufacturers of coke didn't 

Make any attempt to supply their Needs, and so on. It is aii 

in there. Mr. Dunning was Minister at that time, I think, and 

he decided that all these questions of drawbacks on coal etc., 

he decided to make a reference of the whole business. Most of 
those questions are dealt with in here in one way or another. 

Q. You were justifying tho continuance of the existing state of 
affairs? | 

BY COMMISSIONER MoLAURIN . You were protecting your $1.00 4 ton 
duty on coke? 

=. that -was not quite the main thing. Our nain desire was not 
to sce our drawback interfored with, as it was liable to stir up 
the Nova Scotia coal business again. We had cone to such :a happy 
Solution and everyone there was satisfied that wo were uSing all 
we could, and we felt that after enjoying it for so many years 
that we were quite happy to have it that way. We had a satisfactory 
Solution, so that that as far as we were concerned was out of 
Nova Scotia politics. It soothea Harrington, and Angus McDonald, 
and I was quite happy. 

BY THE CHAIRMAN - It was too bad the Doninicn Coal Company didn't 
advise its miners that the arrangement was satisfactory. 

4, I would rather leave that. 

BY THE CHAIRM\N - I want to make that statemont for the record 
because up until last January we were told by the Assistant to 
the “eneral Manager of tho Dominion Steel & Coal that they could 
Supply coal which would nake a first class coke. 


BY MR. FRAWLEY - The most you are able to tell us is that you 
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have no information as to whether tho Nova scotia Company will 
be able to supply you with any more of this coal? 

an? FOROS 

Q. snd it may be that no more Nova Seotia coal will cone to 
your plant? 

A. I gathor that those two minos are their best, and it is not 
their problen to sell thoir best coal, but’ some of thoir poorer 
grades. «and that. is quite out of the question for us, because 
some of them would burst into flames in a fow days. At the 

end of Noverber we have seven months of coal supply on the 
ground piled 30 ft. high, which means 290,000 tons, and if coal 
is damaged you can't make good coko out of it, 

BY COMMISSTONER McLiURIN - You always have a problen of 
eccmbustion with any quality coal? 


iu. Yes, wo always have. 
12:00 Noon ~ HEARING ..DJOURNED UNTIL 2:15 P.M. 


2:15 P.M, HEARING RE-GONVANED | 

BY MR. FRAWLEY  - I would like to mke clear the information 
that I was gucssing at this morning, because 1 didn't have ny 
files with me. I was speakin;, of the movement of Nova scotia 
Coal to Intornational Nickcol in 1939. Mr. Neate advised no 
under date of 5th March of this year that a total of $772,831.02 
Was paid under the authority of various orders-in-Council and at 
various rates on 579,488.44 tons, 

BY THE CHAIRMAN - That included only subventions? 

BY MR. FRAWLEY - Yes, and excluded the taxes. Now there is 
sonething else in Mr. Neate'’s memorandum because he refers to @ 
tonnage of a lesser anount, of only some four hundred odd thousand 
tons, and I intend to take that further up with him, but clearly 
he advised me that he paid $722,831.02 for coal in that year, 


anpears that that was paid on a tonnage of 


eee 


and it certainly 


579 488.44. 


- ior, 
\/ . 
ae. 


tikka Se ork See A SH Se 


Sa eh Ft Dee Hae! teas ox enetcs ow! ceed? Held spatels 3 ¥ 
= Jy Meena aod Sed 224 Pad sroeF five 02 dmlitesic “eit 
me SiC yan TOY avivacep cab Fo tuo bs ep a dud fue gee mi) 
Pe ene 0 Setot wet @ 2 e0tAl? i Sen bho one Be eee | 
ome Df Vinnie ters 3: ad’aar apvet owed a: de ro baa 


od 32 ba pane? GH, 028 enoo dolgw qld 199 Of Dedig foe 


= 


i 


_ 

vehi Bo tee e800 booq wiles 9 *Beo toy Seacoast ae 
= 

. {#2 


4 


iS Suites: 4 isd Stine oe = oO tom s2 a Tees EMS oe 


. — 


ol 


iis qin adie alfa & 


: eu 
ri | i 
: 7 ys P oF 
,ovVER - Syrwls ow ,;on4 
. j J . 7 
i q . ) U : | ag Es a aT LA r 
a Fi J ap | —_ “a al Phe 

: = = * = ance bese chit Mn TT PE <7 ne 

S°.% See i r - ‘ieee ® 

Beit CA DV 
ive ee —_ 4, ee oad 
: 
- She | », ot be - p. 7 - = { yey 
oer ee es Of Wa HA z ALA f Vv H * ia 
] f =e i® ® 
- oe : we P ;.% ? =z a @ i! eu 
‘ 
a * E * + 
: s wy ee! | a ! zi 
x 7 tae Sen a , > Ae tee 
i = 4 ’ ' -« iret “a é ¢ = & _) 
‘ 4 At Pe ick. J 
Piss ete . a "ft See i 7 ie) i . 


+ ’ : as 
io Vr ew yi a o 
’ 6 oe . . ¢ 
‘ ; - Ville. Geog fey7 . ~ oF ve 
eur! - o ae 
Teor Ww © a a chee ras ies i = 3 : 
oe 
av 
. fi > ' 9 r * ay le F 1! 
~ . ~ ee é 
eae ~ ue re es Jue ’ 4 < Aye a Le z Pl - ? t - f 
+ . bs b Geigy = im ¥ - 
eat * ” - jean ras oF fe oe ate pe ne me ra 
” ‘aie ® ole, a. + is a “oa rs a 
ee, eo). Aa fee t.% pao Ce od Re Si af i Sa 3) 


“5 = “ f ‘ a5 oe eo A a? xn tae su : ‘ 
a Sy Gad £m Seay Gye € aoe CBS atrorne -vlalafies 


oS. | -4809~- Dr, H. E. Beoker 
DR. H. 5. BOCKER ~ HX.MINED BY MR, FRAWLEY 

¥ Dr. Becker you have a Dryer Gnich is in the form of a letter 
written to the Commission and signed H. EH. Beckor, Executive 
Vice-President of Standard Coal Mining & Converters Corporation, 
100 West Munroe St., Chicago, Ill. 

fia 4 3 OC. 

Gs » thistwill be marked Exhibit 232. Perhaps you might take. a 
minute or so to qualify yourself and tell us something about 


the business of Standard Coal Miners & Converters Corporation. 


Exhibit No. 9253-- Brief cf Standard Coal Mining 
; & Converters Corporation. 


DRY BECKER = Well I have been listening here this morning to 
various other explanations and I may amend ny brief a little 
later on on account:*of conditions which were discussed in 
connection with these subventions, and conditions of coal in 
Nova Scotia, which I also know very well. The Standard Coal 
Mining & Converters Corporation is one of the largest mines in 
our Opinion on the 4merican continent; the property of Standard 
Coal Company of Indiana. We have about 23,000 acres of crude oil 
which is an equivalent on a 55% quality basis of 150,000 million 
tons of coal. Out lay out is quite modern and very much up-to- 
date. as far as the Canadian market is concerncd we supply 
railway coal only. 

Q. Where is this nino? 

i, of tiles south of Sorinetticid, Lllincis. 

BY COMMISSIONER McLiURIN  - Ig Standard Coal Mining Company the 
owner of Ltt 

i. 16s, 

4. Standard Coal Mining &.Converters Corporation? 

i. OS. 

Q. What is your annual production’ 

mee Lt has teen idle about 16 years. It is a virgin mine. %ae 
present production is approxinately about fifteen to twenty thousand 
tons per month. 


oe 


Q. When did you start to operate? You say it has been idle for 
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Gightcen yoars? 

4e We started about two years age. 

Q. 4nd for the last two years you have been producing 15,000 
tons a month? 

4. Two hundred tons per day up until we reached that figure. 
4. You have given us 15,000 tons a month. How long have you 
been tiining that? 

i. Hor the last three nonths 

8. What is your production for 1945 up to date? 

4. i have not those figures om hand, 

4. «Approximately? 

fi, Well it may be in the neighborhood of 100,000 to 120,000 tons. 
Q. What about 1944? 

4, I don't .tnink it exceeded about maybe in the neighborhood 
Gi eo ,OOU et. ep. 000 tons, 

EXM. BY MR. PR.ILEY (continued) 

Q. What district are you in? 

A. -District No. 10 officially, but our coal is sean No. 6. 

4e Have you been shipping sono railway coal into Canada? 

+e Exclusively. 

4. 4nd you are doing that right now, are you? 

a, Los, 

%. Then let us have this brief on the Onakawana Lignite Ficlds. 
&. Do you want me to read the ontire bricf? 

%e Yes, the entire letter which constitutes your bricf. 

2. This letter of Septembor 27th, 1945? 

4, Yes, that is what we regard as your: submission, and is what 
constitutes your bricf. 

DR. BECKER then read Exhibit 233, as follows: _ 

We are presenting hereby to your Comission a brief 
in connection with the importance of the development of the 
Onakawana Lignite Fields in the interests of the Doninion of 
Canada as a whole, and espocially of the Province of Vntario,. 


For a proper study of the entire situation it will 
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be nost essential that facts should be given to your Comission 
as to the coal situation in Canada and Untario in ,eneral and 
also a complete history in connection with the process for the 


conversion of lignite into marketablo fuel. 

4, History and Date in Connection with 
Negotiations Regarding Onakawana Lignite 
Fields Between the Undersigned and tho 
Ontario Government. 


In 1935 it was brought to the writer's and associate 
corporation's attention that the Ontario Government had cmsider- 
ablo deposits of lignite in the northern part of that Province, 
4t that time a thorough investigation was male by the writer 
ani associatos, in order to establish the existence of the said 
deposits and to find out something about their characteristics. 
To begin with, we wore informed by the Ontario Governnent that 
the oxistenée of the deposits was verified repeatedly, and that 
considerable* oxpense had been gone to for such purposes. at 
the sane timo it was also called to our attention that cach and 
overy endeavor of the Ontario Governnent, its associated research 
foundation, and other attenpts financed by the said Government, 
resulted in complete failure. This was on accaunt of the 
fact that no process was evor developed or could be found which 
would economically and to good advantage be applicable to the 
lignite in qestion. We informed the Ontario Govermnent at that 
tine that we were completely posted on all jevelopnents in 
connection with Lignite and also had complete details in regard 
to any and all of their endeavors, trials and attempts to use 
Similar processes which originated in Germany and also were 
completely familiar with work of a like nature which was carried 
On in the U. S..4. Departnont of the Interior. 

after brief negotiations, the Ontario Governnent 
decided to call a meeting in Toronto and in order to establish the 
value of our process, ‘the Chief Engineer of the smelters, Mr. 
Cole, was appointed to attend the neeting. Present were also 
representatives of the Dept. of Mines and other experienced 


engineers and investigators of the Ontario Governnent and »vrivate 
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companies for this important meeting. 

at that time we brought with us complete technical 
lata and also exhibited samples of Setl-anthracite coal which 
was made in one of our private plants from lignite samples which 
were taken from the Onakawana ficlds. This proof was definitely 
establishod. 

The results of this conference and recommendations 
undoubtedly were transmitted to the then Prine Minister Hoyburn 
and his cabinet. 

We were informed that the Untario Governnent and the 
Dept. of Mines at that tine had arrived at the definite conclusion 
that we had the cnly process so far capable of commercially 
economically and successfully converting Onakawana lignite into 
a narketable.fuel for Yanada and also for export requirements. 

We attach hereto photostatic copies of various news~ 
paper publications verifying these facts and it may be of interest 
to know. that all these statements came direct from the Government 
or from Prime Minister Hepburn, and from no other sources. 

at that time a special mecting of the Cabinet was 
called in order to entertain a proposal of our group whereby we 
would lease the mining rights of the above fields against payment 
of a certain royalty, details of which are 411 well-known today. 
We were more or less assured that either a special Order-in-Council 
would be passed, or arrangements would be made whereby we could 
lease these ficlds and therefore establish a new and important 
industry in the Dominion, and furthermore also allow the Ontario 
Government from them further expending funds without obtaining 
results of any kind. We were then informed by the Department of 
Mines that the Ontario Government had quite often issued leases 
on other mineral rights, but this would be the first time in their 
history that. a lease would be prepared for leasing of coal mining 
rights. We furnished them at that time 4 copy of another lease 
from a differont Province in the Dominion (from the Honorable 


Minister of Minos for Nova Scotia at that time) in order that 
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the Ontario Government might use same as a sanple. 

An interval of a few months elapsed and we heard 
nothing else from the Ontario Government aftor that time. ALL 
Sources had been tried and there was no other source available 
than the National Research Council in Ottawa. The Government in 
Ontario decided instoad to make another attempt, which, howover, 
also proved to be useless, in ordcr to solve the problem of the 
conversion of lignite. 

Since that time the Ontario Govornmont under Mr. Hepburn 
made additional attempts and none of them was successful. 
Additional information can be gained from the photostatic copies 
of newspaper clippings forming part of this presentation. 

Later we again ondeavored to contact the Ontario 
Governnent, but never, or Seldom, received a reply to our repre- 
sentatives in Toren Oo. For that reason we discontinued any 
further attempts in regard to the subject matter. 

4 few weoks ago the matter of lignite again was brought 
into the limelight, and we appointed Messrs. Menzies in Toronto 
as our sole agent for the purpose of pursuing this matter with 
the Ontario Government, and which is now headed by the Honorable 
Prime Minister G. A. Drew. 

We should not fail to mention that we had no 
negctiations with the present Ontario Government under Col. Drew 
and that his Government simply inhorited the entire matter fron 
the previous Government under Prime Minister Hepburn. Therefore, 
the present Government is new in the picture and has no other 
evidence or material to work fron except such data am facts as 
may be contained in their files. 

B, Conversion of Lignite. 

We are attaching hereto Exhibit "A" which is a copy 
of memorandum which was submitted to the Ontario Governnent on 
various occasions, either in the form of the attached copy or in 
the form of a revised issue. This explanation renders in condensed 


form complete details and data relevant to the entire problem of 
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the conversion of lignite so that any additional explanations 
need not be given here. 
At this time it should also be of interest to note 

hat in all tho statenents made to the newspapers and which were 
originated by the former Ontario Government or came direct fron 
the office of the former Prine Minister Hepburn, there were 
incorrect in some instances. 

We would like particularly to rofer to the "German" 
process. All the processes which were applicd without success by 
the Ontario Governnent and other sources were developed anil 
completed in Germany. However, the process used by this Company, 
which always has been the subject of the ontire issue, was 
developed on this continent without any assistance or co-overation 
rron Gernany at all. 

Upon the suggestion of the Hepburn Governnent wa left 
with the Chairman of the T & NO R.R., 4. H. Cavanagh, and his 
engineers, details in connection with the use of pulverized 
lignite as locomotive fuel for their railroads. Our suggest ion 
at that tine concerned that we would install specially designed 
Spray burners on T & NO locomotives for trial purposes. We 
never received the curtesy of the return of our matcrial and 
it was claimed by the managenent of the T & NO RR that such data 
was never received, notwithstanding the fact that it was actually 
submitted. The said railroad endeavored to exploit this 
development of this company and associates, but was not successful 
in that regard. This led the succeeding Chairman, Col. Malcoln 
Lang, to cone to the conclusion that the Onakawana ficlds could 
be used as a source of locomotive fuels for the 2 & NO RR. For 
that reason it must also be stated that the assumption of the 
Hepburn Governnent and the T & NO RR are completely incorrect, 
and therefore the Onakawana lignite fields in their present form 
or even in connection with using raw lignite for spray burner 
purposes in connection with locomotive fuel are of no value of 
any kind to the Ontario Goverment or to the Railroad itself. 


We refer particularly to the publication of April 9th, 1944, 
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The Toronto Daily Star and other sinilar publications which we 
have not 6ared to collect for our filos. The last sentence of 
the above publication is respectfully called to your attention 
and we would like to add that this sentence about describes 
the entire facts in regard to lignite deposits at that tine and 
up to date. 

The Ontario Goverment undor Prine Minister Hepburn 
repeatedly issued statements to the Vanadian Press and especially 
Toronto papers that the lignite deposits night be used for the 
production of gasolino. This is not enly incorrect, but 
basically a nisropresentation of facts. No gasoline can be 
made from lignite at a11. However, light benzine or benzine 
perhaps might be made, and such fuel under present market 
conditions and for the future has no practical value of any kind. 

C. Mining and Conversion of Lignite Coal. 

The coal trade and the coal market is very old and well 
established. By that we mean that any coal or fuel which has to 
be produced by a conversion process mst immediately be adaptable 
to commercial and domestic requirements of consumers. This not 
only applies to quality, structure and size, but also, of course, 
as to properties of long storage, and naturally to market price. 
In other words, it cannot be expected from an industry or a 
markot so long in existence as the aboveenamed, to scrap the 
entire equipmont of all consumers, just bocause 34 new process 
has been found. This is a very important reason which we partic- 
ularly wish to stress with your Commission. 

In that @nnection, we would like to explain briefly 
why any other processes for treatmont of lignite would be unsuccess- 
ful. 411 such processes, and that includes all of them tested 
and tried by the Ontario Government, either call for carbonization, 
distillation, drying or briquetting, of such fuel. So far as 
briguctting 1s concerned, we would like to say that this has been 
tried quite often in connection with better coal, such as 


bituminous and mixtures thereof with anthracite. In each of 
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these cases marketing is extremely difficult and furthermore, 
market prices are far too high for the final product for actual 
consumption. Its uses are also extremely limited and must bo 
of course for domestic purposes. 

In our process which is continuous, we produce coal in 
all sizes exactly like standard sizes which now are on the marke t 
and have been for a great number of yoars, In other words, the 
raw lignite when entering our conversion plant, for instance in 
eg Size, will be deliverod in its improved or converted form in 
egg Size also. 

Anothcr important factor is the mining of tho raw 
material itself. In order to compete with present day market 
conditions and also in the future, an oxtromely cheap mining 
method had to be devised in order to enable the conversion process 
and the mining of lignite to sustain its market against competi- 
tive source iM of which are oxtremely keon and will be more so 
in the future. 

We have developed 2 new type of automatic overburden 
remover known as out Autodredge. This machine was especially 
developed for the cheap removal of overburdon and especially in 
connection with our proposed developmont in your Onakawana fields. 
Details were also submitted to the Ontario Government. 

At this time we also will not fail to mention that 
Slmilar to the instances in which we suggested lignite in connec- 
tion with spray burners to the T & NO RR, our suggestions and 
design of this machine after 2 period of about cight years, all 
of a sudden appoared in the U. S, by 2 competitor of ours. This 
machine was built without our consent and has proved to ba an 
exact copy of our developmont. While we do not have any fears 
from a patent or priority point of view, wo nevertheless are 
greatly disappointed to witness a second instance of details which 
we related to the Government in confidence, having, in some way 
or anotner, found their way back to the U. S. and obviously were 


given to our competitors without respecting in any way our priority 
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rights or heavy expense in development work involved in such 
research work, In our opinion, such confidential matters 

should be Kept in that form and on account of these two experiences 
which were costly to our company, we have refrained fron supplying 
any further information in regard to the process itself to the 
Ontario Government. This also prompted us to apply Tor Users 
patent protection in order to secure our rights and exclusive 
Ownership. 

The automatic overburden remover is of utmost importance 
in a project of this type because the price of the final produc t 
naturally depends to a great extent on the mining cost of the 
raw material which is the supply source for the conversion plant. 

SUMMA RY 

In our opinion the Government of Ontario should not 
enter into the mining field and compete against its own tax 
payers. In addition to that, since numerous attempts in 
connection with improvement of lignite have failed completely, 
no further waste of public funds should be permittod. It should 
also be considered in this instance that other provinces in the 
Dominion have spent considerable time and money in order to find 
a solution for their lignite deposits, such as in Saskatchewan, 
Alberta, as well as in the United States, as in North and South 
Dakota. 

The opening up of the Onakawana Lignite fields will 
in no way hamper development or influence in any form any other 
existing mining company in the Dominion or in the U.S.A. The 
output of a large conversion plant will not be sufficient at 
any time to endanger any other mining company competing on the 
open market in hao rear e. 

The establishment of such a new mine necessarily will 
automatically induce the Spee cuap at of other coal consuming 
industries in that vicinity and such industries undoubtedly will 
be of a type or character manufacturing new items or such 


products which were horetofore not manufactured. 
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The Government owned T & NO RR would also have access 
to high grado low cost fuel and also could increase its revenue 
on account of additional tonnage to be carriod, as well, to the 
coal consuming centres such as Toronto, North Bay and beyond. 

In addition, employment could be provided for a great number of 

people who otherwise could not be taken care of and the revenuas 

of the T & NO RR cauld be increased to 2 point whore it actually 
would be put on a well paying basis. 

In addition thereto, the Ontaric Governnent has been 
offered and would receive a royalty as an additional source of 
revenue either from raw material which is being mined or fron 
the finished product. 

In the Dominion of Canada there has always been a lack 
of adequate fuel supply and a great deal has always been imported. 
The establishment of such a mining enterprise would hardly 
atfect any of the relations maintained with the U. s. A. in regard 
fo importation of bituminous coal and anthracite, because it 
will require a great number of years before the output of such 
a mine as ecntenplated at the Onakawana ficlds would ever be in 
position to take any trade away fron other sources. If the 
output of about 600 tons por day as originally contemplated 
would be used for starting operations, this would only mean, with 
approximately 300 working days, an annual output of 180,000 tons. 

The consumption of the Province of Ontario alone is in the 
neighborhood of 10,000,000 tons so that such capacity of the 
conversion plant waild mean approximately 2% of the entire require- 
ments of that Province. If it is taken into cmsideration that 
coal from the conversion plant is shipped to other consumers the 
entire effect of such conversion plant on the coal market in the 
Dominion would drop to a figure of a very small fraction of 1%. 

Assuning that. after one or two years operation the 
above canacity night be doubled, it must be admitted that no 
adverse effect of any kind will result on the problem of importing 
coal fron the U.S.A. or on Canadian coal miners. 


We have no intention in any shape, manner or form of 
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making any additional offor to the Government of Ontario or to 
the Dominion except an offer along the lines submitted by us to 
the present Prime Minister, the Hon. Col. G. S. Drew. 

As a matter of fairness, it will also be required that 
any lands which may not be leased immediately on such a setup, 
should be offered to the original developers, or our company and 
associates on an exclusive option under standard terms and 
conditions for the romainder of the fields. We have no intention 
of doing all the pioneering work and going to a great deal of 
expense and then some day at a later date have the Ontario 
Governnent competing against us right next door. This would not 
be fair to the developnent, the originators, or to the entire 
project as a whole. We do not ask for any other concessions or 
financial assistance srom tho Governnent or the Doninion. The 
only exception would be if at any time either Federal or 
Provincial Governments should extend subsidies for coal miners, 
subsidies for freight reduction purposes, etc., to any other 
mining concerns, then the operators of the mining concession 
and conversion plants in the Onakawana fields of corse should 
be granted the same concession. We also will not be willing to 
license our processes and developments to any other ccncern. 
However, we would have no objection to licensing them to a 
privately organized party or wholly owned subsidiary formed for 
the sole purpose of operating the Onakawana lignite fields. 

Our policy should be quite obvious from these statements. We 
have invested in excess of several hundred thousand dollars today 
in the developnent and porfection of our lignite converters and 
have been put continually to considerable additional expense by 
the Ontario Government and other related sources under Prine 
Minister Hepburn, for which we have never received anything in 
return. We are not asking for compensation of any kind in that 
connection. We want to be absolutely certain that if and wha 
ur Jevelopnents are exploited in the Onakawana fields that we 


will be in position to obtain an adequate return from our invest- 
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ment and also have the possibility of retaining complete control 
of the processes involved both in connection with conversion 
ind also with nining through the facilities of our Auto Dredge. 
It is also contemplated that we establish our own 
facilities for generating of power whore raw lignite will be 
used in order to Supply the necessary energy for the operation 
of such a field, Especially adapted Spreader type stokers will 
be used under our boilers and the reason for é6enerating our own 
power is, of course, to be independent of the hydro power 
comission, especially since the current characteristics of 25 
cycles is not suitable for equipnent which we ex»ect to uso 
in the event that wo should be favored with the emtonts of the 
Onakawana fiolds. 
It should be kept foronost in nind that the Ontario 
Governnent and taxpayers will bo the chicf beneficiaries of 
such an enterprise, wherein we, the originators ani the operators 
will have to overcone considerable difficulties and handicaps 
during the early period of operation, and it may require a great 
nhunber of years before satisfactory roturns or snall profits can 
be expegted. 
In view of the above, we apply to your Commission to 
Yecommond to the Ontario Government the Lcasing of the Onakawana 
lignite fiolds for the purpose set forth herein to this company 
or to our duly authorized Tepresentatives and associates for the 
Sole purpose of mining and converting lignite from that source of 
distribution in the Dominion of Canada, and if possible at some 
later date for export purposes. It is contomplated that the undor- 
Signed will appoar before your Commission on Oct, 6rd, 1945, ag 
requested, and at that time we will bo very glad indeed to supply 
any additional information your Comnission desires or to answor any 
and all questions undor cross-examination by your Commission Counsel. 
We sincerely believe that the Appointment of your 


Commission for the invostigation of coal and marketing conditions 
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in the Dominion has boon of the utmost importance to Canada, and 
the possible conclusion of the Onakawana lignite project undoubt- 
edly will be of greatest value to the Dominion and could represent 
a finding which will well warrant your Commission's interest 

in the details, as set forth, of the Onakawana Lignite matter 

for the benefit of all concered. 

If your Commission feels that additional information 
will be required before going ahcad and reaching a final conclu- 
sion, we will be wide open for recommendations from your 
Commission at any time, and will gladly supply additional 
information which you desire, provided that same is within the 
scope of the possibility of rolease. 

All the above is rospectfully submitted for considera- 
tion by your Commission. 
(sgd) STANDARD COAL MINING & CONVERTERS CORCORATION , 
Dr, H. E. Becker 


Executive Vice Prosident. 
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EXHIBIT "y," 


fhe perfection of the Beckor Rescarchco (B.R.) Procoss 
rcprescnts the final solution of improving lignite to a type 
of coal which in quality, propertics, and in all other reo- 
spects is absblutcly cqual to the standard types of coals now 
On the market and which can be used as an absolutdy equal 
substitute for anthracite, bituminous coal and coko. 
INTRQDUCTION: 

The German government togethcr with brown coal cxperts 
have during thc last fiftccn years spont millions of dollars for 
dovclopment and research for the purpose of solving the national 
problem of economics consisting in the utilization of brown 
coal and low grade domestic fuel hitherto disregarded. The 
govermme nts of U.S... and Saskatchcwan have spent almost 3 
million dollars for a similar purposo- as referred to above, 
while thc govcrnment of Ontario have contributcd morc than 
$500,000 for rescarch in conncction with lignite. 

The sevcral papers and basic reports on findings and 
analysis in Germany, Ontaric, Saskatchewan, North Dakota, and 
justralia were of grcat assistance in the devclopment of the 
B.R. Process. The disadvantages of forerunners of this pro- 
cess have bccn studiously avoided, whereas their valuable fca- 
turcs werc carcfully considored and uscd to advantage. 

While perusing this report, it is advisable to keep in 
mind csteblishcd facts end definite findings so as to compre» 
hend the full valuc of the B.R. Process. The deposits of in- 
ferior coal in Germany arc so-callcd "Braunkohien", which in 
litcral translation mcans "brown coal" or "lignite". It is 
an established fact that Canadian coal, the subject of this 
report, is ontircly different from the coal in q.estion in 
Germany and other European countrics. The important discovery 
of these important diffcrences in structure, charecteristics, 


and physical proportics lcd to the radical and entirely novel 
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it 


design of tho cquipmont of the B.R. Process. For the definite 
establishment cf this difference, low grade German coals arc in 
the following designated by the tcrm "browm coal", while the 
Canadian deposits are exclusively referred to as "lignite", 
Therefore, lignite deposits are found only in Caneda, the United 
States and ,ustralia, whereas in Germany, justria, and other 
Huropcen countrics only brown coals arc to be found, but no lignite. 
in consideration of the foregoing, it must be understood 
that lignite requires entirely different troatment es compared 
With browm coal, while the Mining operations for 211 these types 
ot inferior coals are practically identical. 
HS TORY: 

The extensive and profitable use of lignite in Ganada has, 
until recently, been a perplexing and aggravating problem. The 
fact that it usually lies so near the surface and, henec, so 
casily accessiblo, ercated an annoying problem insofar as it 
lay there for the teking, but no mcthod had been discovorsd 
whercby it could be utilized commercially. 

It was only in the yoar 1914 that Germany, with its »re- 
vious fucl supply from England cut off, began a thorough investi-~ 
gation of its inforior coals and tho possibility of using them 
ona large scale. «A national policy was introduccd to exploit 
Gorman brown coal to the utmost for the purpose of becoming 
independent of foreign supplies. 

One of the later motivating factors for the Government's 
keen interest in developing its inferior coals was that, dur- 
ing the years 1918 - 1920, the Govermmont had taken over all 
municipal and privatcly owned powcr plants and ercated a State 
monopoly of power. *Since most of these power plants were steam 
6lectric, the sources of fuel supply, almost cxclusivoly brown 
cOal, were also taken over by the State, and the development of 
this fuel supply became cssential to the proper maintenance of 


the national power plants. 
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The writcr was cmployed as plent engincer of thc Gorman 
Stato Power Supply Corporation and supervised the crection of 
the first huge powcr plant on top of e brown coal ficld. This 
was probably one of the first power plants fed exclusively by 
brown coal. The power plant was connectéd with the mince by a 
Suspension mining railway. The boilcr cquipment functioned 
perfectly, but the inexperience with brown coal at that time 
ercated certain problems which hed to be cradicated. From that 
time on numerous experiments were carricd out and various sys- 
tems employed for treating brown coal. 

Several processes were tricd, amongst them the following: 

1) The Process of Liquefaction of I. G. Farben Industric 
(German Dyestuff Corp.), Hocchts-on-Main. This process treated 
raw brown atet under tremendous prossure in hermetically sealed 
stcol cartridges for the purpose of obtaining a liquid fuel. 
While the resulting fuel was excellent, the enormous cost led 
to the abandonment of this system. 

2) Roasting Process, introduced by the Deutsche Goscll- 
schaftfucr Mineralcolforschung under the chairmanship of Pro- 
fessor Ubbelohdc. This process transformed brown coal into oil. 
The problem at that time was the abundanco of coke left as 2 
residuc. Oddly cnough, what was thon considered a great dis~ 
advantage led, some years later, to the discovery of the best 
possible commercial use for brown coal. In 1929, the boiler 
plant of the Grube Etteritz-Leopold was put into operation and 
igworking up to date without interruption. The brown coal in 
its raw state is put through a special process of "Schwelen" 
(roasting) and the hot coke is fed to the boilers. This use of 
brown coal is the forerunner of the now famous "B. R. Process" 
for lignite which is described more fully hereunder. 

3) Process of Hydration. This process was perfected a 
few years ago and is kept in complete secrecy by the German 


Government. 
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4) "Schwol" Process of the Louna vicrkc. This proccss was 
uscd principally for the cxtraction of mincral oil, the recovery 
of sulphur, and the production of nitrogen. 

5) The: Process of Lurgi, eee eos eOneitd ix. This is a 
highly developed process for the carbonization of brown coal, 
but was never adopted for genoral use because it ig not a pay = 
ing proposition. 

6) Theo K.V.G. Process. This process is unsuitable for 
lignite, as it uses very expensive and highly devcloped equip- 
ment and serves only for the distillation of brown coal, cespcci- 
ally of the "mouldy" kind. Plants end process are well known 
to mc, but SR Seen Gare their undoubtcd high class velue to 
scicnceo, they are principally not suited for lignite. The 
briquettc-meking process also does not represent « solution of 
the problem. | 

7) Fleissnor Process. «another process for brown coal and 
porhaps Llignitc is the Floissnor Process. This might have a 
chance for success if it was not for the fact that the amount of 
improved raw material in comparison with the relatively high 
gradc and very expensive cquipment is insufficient in volume. 

To operate such a plent on a paying basis, the crucial question 
is the question of pressure. It is doubtful that the process 
has scrious prospects as to cconomic and commercial results 


when operated with pressures higher than 45-60 lbs. p.sq.in., 
especially as the drying cffect obtained with such low pressures 


is imperfect. My collaborators conducted drying tests based 
upon the Fleissner process and it was established that Cana» 
dian and U.S.a. lignites require pressurcs ranging from 300 = 
400 lbs. peSqein. if a slight improvement is to be obtained, 


Samples of lignite treated by the Fleissner process have shown 
that even the improved coal partly disintegrates to a similar 


extont as in the case of other distillation processes. 
The finel chapters of utilization of lignite are dealt 
with bclow. Gonditions in Canada, in Ontario as well as 


especially in the western provinees, are entirely difforent 
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from Gorman conditions. For example, brown coal, lignite, and 
other low gradc coal in Gormany, the U.S.S.R., and wustralia, 
whenever used in their raw or partly improved state, arc con- 
sumcd in closc proximity to thc mines, iec. in the ease of uso 
for goncrating stcam or clectricity. In countries where thosc 
coals arc sold for domestic purposcs, thc customers are absorb- 
ing the output of cach minc within the immediate neighborhood, 
because within a radius of about 50 miles in othor countrics, 
the density of population and industry hes figures as they hold 
g00d for the whole of Canada. Morcover, all consumers of these 
types of inferior coal are equipped for this class of fucl since 
decadcs. Transportation of coal over distances from 500 - 600 
Miles, and sometimes 1000 miles would mcen, for instance for 
Germany, an impossibility or a railroad haul from boundary to 
boundary. | 

Here in Canada, altogether different conditions have to 
be considered. It is therefore essential that a careful study 
bo made of the local conditions in each ana 6very instance should 
any of the methods cnumerated below be considered. 

The B.R. Process, as can be clearly seen by the details 
given hereunder, represents the final and best solution for 
Cenadian lignite. The reasons are very clear. Ontario, for 
example, has no coal mines and imports its whole requirements. 
On the other hand, Ontario also has the lergest and most im- 
portant consumers of coal. Welsh or Scotch anthracite cost 
about 2.50 to $3.00 f.o.b. England, and sell at $12,00 in 
Quebec, $14.50 in Montreal, $16.00 in Toronto, and farther west 
as high as $24.00 to $30.00. The difference in price is due 
to freight and handling charges. In the case of coals imported 
from the U.S.u., circumstances are similar. For instance, a 
well known Ontario railway buys lump coal at 91.80, to which 
consumption charges and freight for a long haul add almost 
00%, thus resulting in 2 laid down prico of $6.85 at the 
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Undor Canadian conditions, the question of utilizing lige 
nite so as to make it a commercial and paying proposition 
dcpends on the following points. 

1) To reduce freight charges, the Canadian lignite must 
be improved to at lcast the B.T.U. value of anthracite or 
bituminous coal, ieGe an average of 12,500 B.T.U. In volume, 
the improved coal is approximatcly cqual to the volume of the 
other standard fucis. This was the exclusive aim of all re- 
scoarch in Canada which regrottably did not lead to earlier suc- 
cess, whcreas sucecss is now cstablished inasmuch as the B.Re 
Process represents the final solution to Canada's lignite pro- 
blem. 

2) The improved coal must be syable and impervious to 
weathcr conditions, as Canedian conditions very often require 
storage over long pwiods of time, for instance, transport by 
water in spring and summer for storage for the coming winter. 

3) -The improved coal mast be cheaper than the others 
now in use and any type of present equipment must be usable 
without any changes whatsocver. In other words, the new 
Canadian coal must be a 100% substitute for all imported high 
grede coals, whereas in such sections of the country where the 

“development of new industries was handicapped due to lack of 
cheap industriel coal, this development must now be encouraged 
and made possible through the new national coal. 

4) Obviously, additional large scalc employment will be 
created by using Canadian miners for the new mines, Canadians 
as ercws for the new improvement plants, Canadian labour and 
raw materials for the manufacture of the equipment of the im- 
provenent plents. All the foregoing items in turn will permit 
higher profits and revenues for the railways, less burden for 
the Government, and after all, the esteblishment of such new 
industries for the manufacture of goocs as heretofore imported 
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Whereas certain conditions may warrant the application of 
other methods for the utilization of danadian lignite, the 
following ways of usage alongside with the opcration of the 
mines for the B.Re Improvement Plant will cover all possibili-~ 
tics. 

(4) Utilization of raw lignite without any treatment 

Whatsoever3 

(B) Utilization of raw lignite slightly improved in value 

by means of artificial drying; 

(C) Utilization of raw lignite for locomotives only; 

(D) Utilization of lignite for the production of benzine. 

The first process sever discovered which combines all the 
results sought, is the process known as the B.R. Process. It 
is the first process developed which makes possible the exe 
ploitation of lignite fields on a large scale and on a commere 
cial and profitable basis. 

THE Bek. PROCHSS 

This process yields from raw lignite a solid, domestic 
and industrial fuel equal in every respect to anthracite. This 
process is the ultimate rcsult of the research work and experi- 
nents hereinabove related. The general working advantages of 
this process are: 

(a) Phet the unwholesome and injurious ballast products 
cof imperfect coal (such as lignite) namely, water, oxygen, ash, 
eté., are removed, leaving the thermal qualities of the coa 
intact and materially improved, the latter by means of amalga-= 
Mating valuable elements (as hydrogen with carbon), end to 
refine the product; 

(bo) The unstable coal becomes stable under any weather 
conditions; 

(c) The stability is durable and the coal can be stored 
for many months, andeven years, without loss of combustible 


properties; 
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(da) The cecal burns rogularly without smoke and completely, 
and the calorific value of the new coal, compared with the raw 
material, is doubled or even tripled; 

(c) The cost of production is the lowest ever achieved in 
this ficld, cspecially sinec only once operation is rcquired 
for the inmprovenont process. 

The cost of producticn has always bcen the most important 
factor in the treatment of lignite. In reducing the cost of 
production to a minimum and to a highly profitable, commercial 
basis, the B.R. Process cstablishcs its grcatcst achievenent. 

Unlike the carbonization process and the liquefaction 
nethod, which required costly apparatus running into millions 
of dollars, ‘the B.R. Proccss requircs cquipnent of conpara- 
tively negligible cost. This featuro is obtained by ingenious 
inprovenent in the apparatus and the simplification of construc 
tion, and © now invention radically different from any hereto- 
fore cnployod. 

For cxanple, it is calculated that ae B.P. Improvement or 
Converter Plent capable of transforming about 450 tons of raw 
coal a dey would cost approxinately 50,000 - 60,000 dollars. 
Furthernore, the operating cost of this process is renarkably 
low. Based on a lignite or low grade coal of the following 
gualitics: | 

Water contont.....c.e+s+2.07% 

LED abe Weiteeleke ake ie ello echinl eine erecaseal ele 

Galoritie Welue 9a; n sess OGO0 6 .a,0, fib, 
the cost of one ton of the final product would he: 

Operating expenses (incl. amortization, 

ITIGS RSS Ta OU Cis: )i neiste canara. +snued epee se widis ste SRO core DO eee 

Entire raw material cost (65¢ x 1.8 

Tei STG Ors) oak. ls valdsas ce densusan olen ae acria uakenos beaata e's lal? per ton 

Ero C ELON COs tis tells Din eNO 11s! Ln ecacagsasboutekeceeareutp a deeul per ton 

These figures are calculated on normal, average conditions and 


or an output cf the- plant based on three hundred and fifty 


One ton cof raw material will yicla about 1,100 lbs. re- 


fined highly valuable and solid product with an average calorific 
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valuc of about 12,500 B.T,U./lb. The efficiency of the re~ 
fincnent anounts to about 89% (loss factor 1.8). Use is made 
of the dust siftings from the hcated natcrials. 

The coal obtaincd is smokeless, does not cake, and burns 
with a short bluc flamce. Therefore it may be considered as a 
first class fucl which is not only suited for domestic con» 
sumption and for gasification, but also for any other purpose. 
Owing to these facts the sales pricos are very favorablc con 
parcd with anthracite which is well known for household pur- 


a 


poses. vriccs for anthracite f.0.b. works are about 86.25 to 
09.50 per ton. Considering the small difference in the calori~ 
fie value (anthracite has about 14,400 BeT.U./1d. Maximum, our 
refined fucl about-11,500 B.T,U./2b. minimum; ratio, 1:1.25) 
the costs would be, when calculated on the above calorific 
valucss 

AMUNEACLUG Visa Se eyes O6.25 Fs0.d. works 

(wholesale } 

BeRe POLinecdy Tush! vei. se 1. e.15 L,0.b. works 

In order to give a short general outline of the technical 
details of the B.R. Process the following particulars will be 
of intercst. 

after a carcful study of the problems involved and re~ 
search work cxtonding over Hany years, @ new process is now 
developed in which a highly valuable product, equal in every 
respect to anthracite, is made economically from inforior coals 
as lignitcs, zylites, ot. 

Gonerally the well known inferior coals are not utilized 
in spite of the fact that they arc present in lerge deposits 
which can be mined cheaply. The reason is that they arc of an 
inferior celorifie valuc in thcir natural state and that they 
have the very bad quality of becoming unstable when exposed to 
the weathcr and quickly disintegrate into an amorphous and 
worthless powder, They not only burn with difficulty but it is 


r impossible to get full combustion. Duc to these 
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inferior propsrties, the use of this kind of coal was very 
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linitcd up to the present. Howevor, attempts, as already mon-= 
tioned before, wore mate for bettering and improving these 
coals by the carbonization process., ie¢e the distillation of 
coals to obtain intcrmcediatc products. But this ncthod has no 
chance for commercial success, as carbonization plants roguirc 
expensive apparatus, and this process docs not yicld any profit 
if the coal used docs not give sufficiently valuable liquid 
products, 

it, therefore, was our aim to devise a highly efficient 
and most economical process for the transforming of these in- 
ferior coals into a highly valuable product. This process and 
its apparatus are dovcloped according to the latest views of 
fucl research and thcermotechnic science. It combines the re~ 
sults of experinents and practical knowledge in such a forg 
that with simple means the greatest efficiency is obtained. 
The gencral working principle of our process is that with the 
refining of lignite and other inferior fucl, the essential 
principle consists in exposing the fuel in the absence of air 
and at a temperature which is highor than that required for 
the drying of the fuel, to the action of reducing gases ob- 
tained by the incomplete combustion of fucl dust. 

Expcrinents have shown that on hbcing exposed in this manner 
to the action of reducing gases at a temperature which depends 
on the particular nature of the fuel under treatnent end 
which nay amount to about 500° C., the natural fuel will, in 
addition applics particularly to ligneous fuel which, owing to 
its contents of mositure and oxygen, is thermically and tech- 
nologically cf low valuc. «a similer change in the carbon con-= 
stituents takes place when it is merely heated, but in this 
case losscs are incurred owing to self-oxydation. MThe process 
according to thc present development can be carricd out without 
substantial losscs of carbon constitucnts. Tar and oil pro 
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ducts will in some instances be produced but can be limited 


very smell quantitics by careful timing of the refining process 
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in accordance with tho nature of the raw fucl. The timing is 

oxperinentally detormined. Solf-oxydation cannot take place 

so long as the process is carricd out in the absence of air, 
Fucl treated in asecordancs with tho process will be free 

fron volatile ballast substances but will, on the contrary, 

contain a considcrable amount of volatilo combustible constitu- 

ents, the heating. value of the fucl thus being greatly onhanced. 
In ordor to carry out the proccss in an 6cononmic and 


4 
{ 
Ae 


industrially practical manner, it is advisable to producc the. 
rcducing gascs by the incomplete combustion of fuel dust ob~ 
taincad as waste proviously treated fucl. Thus a useful en- 
ploynent will be found for the wastc which is produccd in cone 
siderable guantitics in mining operations and which has hithcr- 
to becn looked upon as useless owing to its largo admixture of 
ashes. 

It is advisable to pass the reducing gas in counteor- 
current throucsh the stream of naterials so as to give traces of 
oll carricd away with the gas an opportunity to precipitate in 
tho colder ,ogions of tie wet. fuol. 

The discovery of the B.R. Procoss has aroused considerable 
intcrost in Canada. The Government at a special: mceting in its 
Departncnt of Mines was provided with samples showing treatnent 
of Onterio lignite with a number of processes mentioned in this 
report, as Flicissner, cte., and to show the radical difference 
and for comparison purposes, lignite inproved with the B.Re Pro-w 
cess was oxhibitcd at this mccting. The newspapers have 
brought special articles in connection with tho process during 
the last threo months. The Standard on page 19 of the edition 
Of april 27, 1935, gives a complete picture of the new discovery. 
There is @ bill before the legislature and the Gabinct and we 
ere awaiting only the decision of the Government whether enee 
intend to exploit the lignite fields cn their own account or 


if they will be leased to private interests. In any event, 
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it is understood that our process has to be applicd. 

In summing up, wc would like to cxpress that wo are pre- 
parod to transform any samples of Canadian lignite submittod 
to us into somi-anthracite against very reasonable foes and I 
an also prepared to sive more details, such as description of 
operating method, patent copies, and working drawings, on re- 
guest against peynent of fees as they are standard for con- 
sulting engineers in this country. 

QNLLGauMatTaD ENGINEERING & RESEARCH CORPORATION 


Dr. Henry HE. Becker, Executive Vico-Presidcent 


DR. H. EB. BECKER (Sworn) DXAMINED BY MR. #@RAWLEY 

Q. The sentence in the whole ictter that strikes mo most 
forcibly, you say you have had no negotiations with the Ontario 
Governmont? 

A, No. We submitted one letter, but actual nogotiations wore 
not concluded or carricd on botween the present Government and 
ourselves. 

Q. Iwas simply taking from what you say at the bottom of nage 
2 - "We should not fail to mention that we had no negotiations 
with the presont Ontario Government under Col. Drew and that 
his Government simoly inherited the entire matter..." 

A. We inquired about it so as to find out what their intentions 
wore. I don't suppose it should be called negotiations. 

BY THE CHAIRMAN - What purpose would this reconditioned 
lignite be out, what wold be its use? 

A. It could be used for any kind of ow mmorcial or domestic 
purposes. 

Q. As a steam fuel? 

A, Absolutely, and a household fuel. 

Q. I didn't understand you to say, is it lignite that you are 
mining at your own comnany? 


A, No. No. 2 is bituminous, ani we acquirod another propsrty 
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in Pennsylvania where we intend to mine anthracite. 

MR. COMMISSIONER MoLAURIN - You have boon living in Chicago 
for some timot 

A. About six yoars now, Sir. 

Q. Did you ever have any interest in the sodium deposit in the 
Province of Saskatchewan? 

A, I had no interest at all except t hat we tried to exploit it 
for the purpose of shinping it to the Unitod States. 

Q@. You were interested in a company promoting it? 

A. We were not promoting anything at all. 

Q. “ou, ad ai-intercst Vik 1+? 

A, Consulting Enginecr. 

®. «And you retained people to act for you in the City of Calgary? 
A, I didn't, but my associates did. 

Q. And a firm of Sol citors in the City of Calgary, do you 
recall the name of the firm? 

a, Thore were three firms in Calgary. 

Q. Name the three? 

a, KR. B. Bennett's firm, and a Reid, and something and fenerty. 
Q. Ever hear of a firm of Fonerty & MeLeurin there? 

BY “Yes: 

&%. They rendered you an account for their services? 

w “Deen think they fever td id seSin. 

Q. I am here to tell you they did, and I signed the account. 
Have you over paid it? 

ho” Idan get therge count: 

@. You got lots of letters written to you about the account? 
el Nov that 1 jinow. of. 

Q. «#&s far as you k now it has never been paid? 

4, 4g far as I know a Trust Company owned the property and we 
spent about #3,000 on it, and never got roimbursed. 

Q. You know what I am reforring to. I! am not going to say 
anything else. If you didn't discharge your obligations with 


the Ontario Government any better than you did with Fenerty & 


SPD SOG eee atts fli fe 


, 


© oictaes Be. Babes ow :2 s 


Lees 


‘gi as eT _ 6 ; . va ns - 
Ae fj (2st "a Waae eee F {4 intestezni oTtow w > 4 | rT 
‘ - fe "i 
7 _ \ oes, - ; = ) 
7 : oF > seaeee dine LW) ats we we Te ad yt S197 wW ® a 
(fl wi. faetota] ge ted int a@ 
* J e ' «ff 
aRooglent anieiqgaacO A 
ae ry " aaa Dee 
4 atl c ae ' i ° . @= : 
ink ¢* Wait oa i eh OGg: BAML SIGE BOT Tae coe 
- ‘ nd re ’ u ~: . 
- 94 faS sw Ppl) a ‘nfl: , I ~ é q 
‘ AER Mos O14. 2 ore t o See op 
At, ie we , a 
‘ <i ost. open etid, Lletes 
ries @: 
uo, me eevels woadd eeow weit 76 
: Ootae: SAF one" 
: i 
py 5: | ’ aie : | 4, fe. ; A ‘ a ty S “ 16 tye t a : 
- . ate fa a> 
Tah ti ce Tea * 20: ee) 2: tae vay 
. 
o 
i . 7 ‘ — se 
ae ms sé ot wel is eo a io. et " iv 
a ee 
, 
3 P ' TOVS'’ Teo ‘ LEU OR 
sal - - Puls oY Z og ‘Oo? T6560 2° I 
TI i? i”? .te j 
,, saOote ely g64 T°AbLD' 4 
{=e ; *e o* i j M4 4 iJ > 7 7 z= fF ’ 
; iJ ss % ' aie - 4% a ee f 
{ 
9 bel : 7 ef 7 74 
. wil 6 
z AD: 51 2A SAY eS “i t» 
a LE ¥ “ s ; li cS .- a i Te 7 vi i Chat ‘ ef TAT Bj ee 
: + eG a , ae 
visio i 3% Asvon fag.,e2. 20- Ge, fst00r sie 
. : oy 
: ,. =e : ‘ i 
Wee ved > oe Pe ate ee Me a Ww Wena S 
on re Pree td y med dewer bat ab Si A ; ‘ » ‘ 
BT émsiigal -d.. SuagroRseAwe ss 9 Mth wey Th eale aulery 


Py wl ie alte BK 2 r : = ee oa A A ® 
SEPT ones : SI le) Dabs arte. age ei tgq lon. Yee Poo poe, ol ret al 


2 @ al) 
f a Peas St h 


PURO sk ae ee TOREs OH. 


ae gf 3) gtlgetde, Ie egoqter em se%P 


JN Oe WIbON BAS he 
‘yin S756 TOE | 
SD woe 


sata 


a 
co . 


. 


| Tapes) oF mene ; 
ore I ind 


2 ~4835~— H. BE. Becker _ 


McLaurin, I can undorstand why thoy didn't mako a deal with you. 
a. It wold require somo more explanation perhaps. I don't 

think it is in line. It was cur money we spent up there, as in 
many other casos; and we didn't get reimbursed. All I-do knew 

is that we had letters from the London Trust Company and they 

made promises to buy it outright, 

BY THE CH IRMiN -— Wo don't know enough 2bout this thing, to 
reccmment anything to tho Ontario Government. We don't know 
enough about the workings cf your organization to recommend anything 
to the present Government of Ontario. We are a Doninion Commission 
you See, and while we would be very willing to recommend somothing 
to any Governnent that we knew the final dotails of, all very 

well and good. I an not saying we will not do anything about 
it, but I think the first step you should take is to get in 

touch with the present Ontario Government and have the sane 
hegotiations with thon. I aim not saying wo are throwing you 
through the window, but if you oxnect our recommendations +2 

have any influence with the present Ontario Government, I think 
they should first get all the information they can from you. 

I don't know whether this is a good process or what-not. I think 
you will have to convince the Ontario Government. yourselves. 

4, We did about 10 years ago. 

Q@. There is a new Government there now. 

a, It scons to be ae Cree of humor to the gentleman sitting 
alongside of you. We will take that up, and it wold be much more 
fair if you would frame your remarks in a proper light. 


BY THE CH.. TRMAN - Thank you Mr. Becker. 


ee 


BY JiR). PRAWLEY << There ars some documents that we would now 
like to have marked as Exhibits. 
EXHIBIT 234 - Letter fron the St. John Board of 
Trade to the Commission, dated 
Apmis Leth. 1946 ; 
BY MR. FRAWLEY - Tho Mayor of St. John was going to bo here 


to present this, but found he was unable to come. 
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BY THE CH.IRM.N - Thoro was gomeone from the Minto ficlis 
wanted to be here at a certain time for the purpose of cross- 
examining tho oxpert fron the Mines Department. 
BY DR. HOWLAND - That was Mr. Clements, but since he has socn 
the report of Mr. Vissao on that field, he is satisfied, 
Exhibit 235 - Canadian Coals - Their 
Classification, analyses and 
General Characteristics, by 
Vepartnent of Mines & Resources, 
Ottawa. Dated January 1945, 
Rovised May 1945. May Edition. 
BY COMMISSIONER McLsURIN  - Was this by Swartznan? 
BY MR. @RwVLEY - No Gilmore. I think Swartznan worked on it. 
Exhibit 236 - Letter to Mr. Frawley fron 
Jo de Callaghan, Commissioner of 
Taritt, cated Sent. 14th, 1945. 
BY MR. #RAVLEY - Exhibit 236 igs a compilation of customs duties 
and Mr. Callaghan was good enough to work out the 24 valorun 
equivalent on this with the prices of coal at various times, in 
various months of the year. 
Exhibit 237 - Submission to the Comnission on 
Coal Labour survey of Datal Workers 
in the coal mines of Nova scotia 
conducted by National Selective Service. 
oY MR. PRAVLEY = it me time it was thought someone was going 
to be here to put this survey before us, but there has been other 
counsel prevailed in that regard, and we have been instructed that 
it is Simply 2oine tobe tiled. 
BY THE CHsIRMiN - I notice some sort of reply from the Counsel 
for the Goal Miners of Nova Scotia today complaining that we have 
not got the nanes of the individuals who were staying away frer: 
work down there without cause. That is impossible for us to get. 
BY MR. BRAWLEY - I have seen letters frau Mr. Cohen, and I have 
to consider them, ani.I will have some discussion with you 2bout it, 
BY THi CHAIRMAN - It is really dealing with absenteeism in the 
mines in Nova scotia? 


BY BRAWLEY - Yes, and why they could not get some coal workers 
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to go to the face, Now at Sydney I think I put into the record 
a letter from Dr. Cameron correcting a certain part of his brief, 
Exhibit 46, but undoubtedly there was some misunderstandin , so 
I would like to file a letter of June 25th, 1945, fron Dr. Caneron, 
which speaks for itself, and to which has beon added a statenent 
of Nova seotia Coal shipped to Canadian National Railways for 
Calendar years 1925 to 1944 inclusive. The effect of which is 
to change the information as contained in the table on page 7 of the 
Province of Nova Scotia brief, Ex. 46. 
HAHTBIT 238 - Letter to Dr, R. D. Howland, Secretary 
of the Commission, from Ahan H. Cameron, 
Deputy Minister of Mines for Nova Scotia, 


dated June 25th, 1945,, and accompanying 
statement. 


HAH IBIT 239 = Letter fron Jogeins Coal Co. Ltd. to the 
Secretary of the Commission, dated June 4th, 
1945, with accompanying statement of 
Shipments to Vanadian National Railways 
Since’'the mine has been in operation. 


BY MR. FRAWLEY «. That is something that came up during the 

éiving of Mr, avard's evidence, and I think we will just out it in 

the record by giving it an Exhibit nunber. 

EXHIBIT 240 -Letter fra. Empire-Hanna Coal Company, Ltd. 

to ths Socretary of tho Commission, dated 
April 26th, 1945, 

BY MR. #RAWLEY - Exhibit 240 gives information of cost of 

various United States coal Laid down at Winnipeg. That was 

furnished arising out of a request by Commissioner Morrison. 


Exhibit 241 - Pamphlet from R. H. Watson of Edmonton 
dated April 25th, 1945. 


BY MR. FRAWLEY - This Exhibit 241 is a private document which 
we received from Mr. Watson, which purnorts to comment upon the 
Province of Alberta's brief, and discusses electricity made from 


coal. 
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EXHIBIT 242 - Lotter dated August 17th, 1945, 
to the Chairman of the Commission 
from the Highway Transport 
Association Inc. of Montreal, 


BY MR. FRAWLEY - This Exhibit 242 has to do with the tiansporta- 
tion of coal by highway. It is written in French, and wo have 
had a translation made into English, and we will file both as 


Exhibit 242. 


EXHIBIT 243 - Renort on a Plan for the Beneficiation 
of the New Brunswick Coal Industry, 
dated December 1944. Report of Investi- 
gations Carbonization Section - No. 195, 
by Mr. Swartzman. 


EXHIBIT 244 - Report on Underground Gasification for 
the Joggins-River Hebert Coal District, 
dated July 14, 1945, by swartzman. 


EXHIBIT 245 - Agreement betwcen the United Mine Norkers 
of America, District No. 26, and the Minto 
Coal Company, effective up to January 31st, 
1945. with accompanying letter dated 
August 7, 1944, to the District Board 
Membor. 


EXHIBIT 246 - Agreement betwesn Western Dominion Coal 
Mines Ltd. and Saskatchewan Coal Minecrs' 
Union (Taylorton Division), datcd August 
13th, 1945,. 


BY THE CHATRMAN - There were two Unions that gave us cvidsenco? 
BY _ MR. #RAVLEY - One in Estavan. 


Q. And one in Regina? 

A, This is Mr. Brodic’'s Union in Wostern Dominion. 

BY COMMISSIONER McLAURIN - Doos that cover Gilmore? 

BY MR. FRAWLEY - Yes. 

OQ. Then all we have left is the Coay Vontrol group, oil and 
freight rates’ | 

A, Right. And then these two American ,roups who have asked for 
a hearing the following week. 


3:30 P.M. HEARING ADJOURNED UNTIL MONDAY, 
OCTOBER 15th, 1945, AT 10:00 O'CLOCK A. M. 
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